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FOREWORD 


Statement by Eric JOHNSTON, 
President, United States Chamber of Commerce 


W: cAN do business with Russia. Every day that I was in 
the Soviet Union I had evidence from top Soviet officials 
with whom I discussed the problem that they are very glad 
to do business with American businessmen. Not only our 
government, but also private business can profitably deal 
with the Soviets. As a matter of fact they have a great deal 
of admiration for American businessmen. I think sometimes 
that they have a great deal more admiration for American 
businessmen than we show in our own country. 

There will be infinitely greater trade possibilities after 
the war than before. Much of Russia’s industrial plant has 
been destroyed. She wants to rebuild it when the conflict is 
over. With the same esprit de corps and determination the 
Russian people have evidenced in their efforts to win this 
war at the earliest possible moment, they also want to win 
the peace. It is absolutely essential that Russia have long- 
term credits for the reconstruction of devastated areas and 
for the development of her natural resources. If we expect 
any large volume of trade from the Soviet Union, American 
business must grant those credits to Russia. In addition to 
the customary short-term credits (up to five years) and 
medium-term credits (up to ten years), she needs long-term 
credits—from ten to thirty years. Personally, I feel that 


those credits will be paid. I consider credit to the Soviet 
vii 
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Union as good as any credits in the international field. I 
believe that she will pay promptly for any credits extended, 
upon the agreed terms and conditions and in natural re- 
sources, many of which we can use after the war. 

I have seen with my own eyes that Russia has unlimited 
copper supplies, and manganese, tungsten, platinum, cobalt, 
nickel. She has timber; perhaps some agricultural products 
that we do not grow here. I believe these natural resources 
are the things with which Russia can pay credits that we 
extend to her, and I do not believe, from my conversations 
with the officials of the Soviet Union, that they will enter into 
any agreement for payments to us that they do not feel fully 
and thoroughly able to meet upon the day of maturity. 

I hope that American business will find means and methods 
of granting those credits, perhaps through the investment 
bankers. If not, I assume that the Federal Government will 
take under consideration assistance in granting such credits, 
possibly through some such organization as the Export-Im- 
port Bank or something of that kind. 

Russia wants to rebuild her towns and industries and to 
continue building up her consumer goods industry. In addi- 
tion, she has learned the technique of development of her 
own natural resources; and American mining machinery, 
American road-building equipment, American hydroelectric 
equipment, and American rolling stock are all on the list 
of “musts” from the Soviet Union—provided they can be 
purchased, of course. Russia has looked to the United States 
in the past as a model of industrial production. She has 
relied heavily upon American technological skill and Amer- 
ican machines. She still has much to learn from us in the 
utilization of labor in an assembly line, in technological skill 
and advances of all kinds, and I think that Russia wants to 
learn from the United States. In ten years from now we 
might get a fair view of what her productivity really is as 
compared with that of the United States. 

Russia’s needs are so great, her country is so vast, and 
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to raise the standard of living of her people to our level is 
such a tremendous task, that I can see no prospect within 
our lifetime that she will be an exporter to any large extent 
in the markets of the world. I do not see Russia as a rival in 
the trade field in the foreseeable future. 

The Russians have a great desire for co-operation with 
America; they almost revere production, and to them Amer- 
ica signifies production. The reserve and suspicion of for- 
eigners, particularly of Americans, seems to be lessening, to 
a certain degree at least. I think the Russian people feel 
closer to the American people than perhaps to any others. 
As far as possible they want to imitate America, especially 
with regard to her standard of living. 

Though our economic and political systems are completely 
opposite, Russia being the most collectivized state and we 
the most individualistic nation in the world, we do not want 
to interfere with our respective systems. Marshal Stalin and 
I took it for granted that capitalism could do business with 
communism. In fact, I see no reason why we cannot co- 
operate. We have no conflict of interests. Neither one of us, 
I am sure, wishes territorial aggrandizement at the expense 
of the other, neither of us is a competitor with the other in 
the markets of the world, and I see no reason why we cannot 
form bridges between our respective nations for greater 
trade after the war. 

I think that a prosperous United States and a prosperous 
Soviet Union will go far toward preserving the peace of 
the world after the war. 

We can do business with Russia, and Russia can do busi- 
ness with us. 
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PREFACE 


ye CAN be no permanent peace with justice for all with- 
out genuine co-operation between the Soviet Union and the 
English-speaking world. Such agreement must come from 
the very hearts of both groups of peoples. It must be part 
of the Soviets’ longing for a better system, with “bread and 
happiness” for their own people and a “new order” for the 
world; it must be part of the Western peoples’ determination 
to revive and safeguard the great freedoms of democracy. 

Already we have many things in common, and we admire 
each other’s accomplishments enough so that, with good will 
on both sides, the long-awaited co-operation can be only a 
matter of time. Only. our fears—justified or not—have dis- 
turbed and retarded our relations. The Soviets distrusted 
the “war-hungry capitalists and imperialists” as much as we 
recoiled before the specter of “Communism.” But our com- 
mon fate in the present débacle has forged us into a com- 
munity of interest. Russia needs the United States and we 
need her. Since we live in a world too small for detachment, 
we must see to it that the elements which have unnecessarily 
estranged us—antagonisms born of narrow suspicion, igno- 
rance of each other, uncontrolled emotions, and prejudices of 
every kind—are gradually removed. By studying our dif- 
ferences and recognizing the prejudices which have divided 
us in the past we shall gain the insight to lead our peoples 
to genuine understanding and lasting harmony. 

XI 
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There are those, for instance, who have called the Soviets’ 
attitude the great enigma of this war. But is Russian policy 
really so difficult to comprehend? Without emotional bias, 
we must try to understand and do justice to the Russian 
miracle. This, at the very least, we owe to a country which 
has given so much to protect the world democracies from 
the fascist menace. But we also owe it to ourselves to form 
a just picture of the future relations between Soviet Russia 
and the outside world. The struggle will soon be history; we 
must prepare for the future. 

Our closer co-operation with Britain, Soviet Russia, and 
China; the Moscow, Cairo, and Teheran Pacts, and the. 
commitments involved in them, were the first steps in our 
more self-conscious and active foreign policy, and the Cri- 
mean, San Francisco, and Potsdam Conferences are mile- 
stones in the direction of universal conciliation. But many 
of the great ideals of modern peace-creators are still awaiting 
realization. The greatest is that of world-wide collective 
security fortified by the indispensable direction of a more 
sovereign world-democracy—economically, socially, politi- 
cally, and intellectually. However, this enforceable system of 
universal collective security and collective sovereignty must 
go hand in hand with individual liberty under the law. 

All this may seem far removed from the publicly stated 
fact that a Soviet trade commission plans to spend some ten 
to fifteen billion dollars after the war, of which the lion’s 
share will fall to America. But it is in the placing of these 
orders, in the establishment of these credits, in the relation- 
ships between business firms and governments, in the friend- 
ships and interdependence thereby built up between Russia 
and America, that sturdy foundations may be laid for a 
functional world economy and a truly “free world.” 

I have therefore concluded that a book on the topic, “We 
Can Do Business with Russia,” may contribute to closer 
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collaboration and functional combination of the sources of 
the greatest human and material energies of our world— 
Soviet Russia, Anglo-America, and China (the latter not be 
forgotten). 

While I was working on my research studies, the 
Soviet Embassy generously furnished me with much mate- 
rial. My Russian friends were eager to discuss the eco- 
nomic and political organization of Soviet Russia and her 
co-ordination with a future free, democratic world order. I 
enjoyed hearing the views of members of the Soviet Infor- 
mation Bulletin and the Soviet Embassy; also of Mr. Wil- 
liam Mandel of the American-Soviet Institute; Mr. Allan 
Markoff of Inreclama; Mr. Lewis Browne, Secretary-Gen- 
eral of the Russian-American Chamber of Commerce; Mr. 
Joseph Budish, economist of the Amtorg Trading Cor- 
poration; Prof. Frank Normanno of the Russian Economic 
Institute; members of the National Council for American- 
Soviet Friendship, and other informed Americans and Rus- 
sians. Generous with their time, these men were able to 
furnish me with valuable firsthand information on the Rus- 
sian side of the picture. To the best of their ability they have 
also cleared up for me some of the current American mis- 
conceptions of the Soviet system and ideology. But responsi- 
bility for statements and conclusions contained in the book 
rests exclusively on my own shoulders. 

In addition to the Russian material, some hundred and 
fifty American leaders in business, politics, engineering, 
architecture, labor, religion, science, etc., have granted me 
interviews and contributed written statements, constituting 
source material that could not be duplicated. Some of my 
colleagues at Rutgers University have read parts of the 
manuscript and have made constructive suggestions. Miss 
Kay E. Dealy of Philadelphia and Miss Annabel Learned 
of New York have devoted much energy and painstaking 
efforts to the revision of the book. Mr. Henry G. Parker, 
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Trustee of Rutgers University has given me friendly as- 
sistance and advice. Mrs. Stephen Koje and Mrs. Beulah 
Van Riper of Rutgers University and Miss Helen Pluntze 
of New York City have been responsible for the typing. To 
them I express my gratitude. 

The present book is the fruit of these contacts and pro- 
longed private research, as well as many years’ personal 
experience as economic adviser to the German Foreign 
Offce under the Republic. It is intended to show how Russia 
handles her socio-economic problems—how she will fit into 
the new world order. It will fulfill its purpose if it demon- 
strates that the seemingly opposite and antagonistic ideolo- 
gies and systems of Soviet socialism and Western capitalism 
can indeed be conciliated and co-ordinated in harmonious 
world-function without compromising their essential attri- 
butes, and that we need never fight Russia. 

That we can do business with Russia has been proved not 
only by my opinion, but by the experiences of hundreds of 
leading American businessmen. By continuing to do so we 
will lay the groundwork for that thoroughly practical inter- 
national and super-national organization of peace for which 
all peoples long. It is our duty to seek out the elements that 
unite rather than those which separate us. And business— 
constructive, practical, honest, mutually helpful—is one of 
them. Let us do business with Russia. Let us feel the re- 
sponsibility for our neighbors, and for our own share in the 
work of building world security, without which the world 
can no longer live. Let us again believe that “man is good.” 

H. H. 
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THE RUSSIAN BEAR 


l- ONE of his great moments of apt comment on the 
political phenomena of his time, Winston Churchil coined 
the classic statement: “Soviet Russia is an enigma wrapped 
in a mystery.” Rarely has a coined slogan been so uni- 
versally accepted as hard cash; rarely has dogma been so 
readily embraced as gospel truth, as in the case of this 
aperçu. 

To Western peoples the Churchill phrase summed up more 
than twenty years of puzzling over Russian policy and the 
“unique” Russian soul. But since then have come Moscow, 
Teheran, Bretton Woods, Dumbarton Oaks, Yalta, San Fran- 
cisco, and Potsdam. Today the path of Russian policy is ` 
clearer; if we will open our eyes we can also see the grand 
view, in retrospect and in prospect. 

Russia did not take us into her confidence; she had 
reason to be mysterious and distrustful. A great many of the 
peoples of the English-speaking orbit did not trust Russia, 
and, though not mysterious, were discourteous and callous in 
their frank refusal to have Russian participation in their 
endless conferences, and dangerous vacillations. 

However, after Edward Stettinius had been appointed 
Undersecretary of State and Averell Harriman, United States 
Ambassador to the U.S.S.R., after Donald Nelson, American 


War Production chief, had gone on his mission to Moscow, 
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our one-sided antagonisms, false attitudes and half-truths 
regarding Soviet Russia had to be scuttled and replaced by 
the point-blank question: Can we do business with Russia? 

Since the Russian government itself is the business agency 
in question, and since the American government, through 
recognition, treaties, credit-forming agencies, Lend-Lease, 
UNRRA, etc., must also become directly involved, the 
diplomatic relations of both countries are an inextricable 
part of the answer to this question. And the history of those 
relations poses another query: Can Russia do business with 
us? Business is a multilateral proposition these days. What 
are the precedents for Russian-American business? 

Modern writers and historians who have reviewed the his- 
tory of Russian-American relations in the past stress the 
newly-realized fact of great and continuing amicability. 
Albert Rhys Williams, Pitirim Sorokin, Walter Lippmann, 
Harriet L. Moore, all remind us of harmonious relations be- 
tween the two countries since 1724, when Peter the Great 
encouraged Vitus Behring to discover whether or not Russia 
was separated from the New World by water. Russians 
crossed Behring Strait and established themselves in Alaska 
—for business reasons, the business of hunting and fishing. 

We read in Walter Lippmann’s book + that in 1780 the 
Tsar refused to receive Francis Dana, chosen by the very 
young United States as American Minister to Russia, but 
that Alexander I did accept the credentials of John Quincy 
Adams in 1809 and, as our friend, offered to mediate between 
England and America in the War of 1812. In 1832 Russia 
signed her first treaty of commerce with us. Later, during 
the critical Civil War year of 1863, she sent fleets to the 
harbors of New York and San Francisco. Historians be- 
lieve that by this demonstration Russia helped to discourage 
British and French recognition of the Confederate States as 
a separate nation. 


1 Walter Lippmann, U. S. Foreign Policy (Boston: Little, Brown & Co., 
1943). 
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So the story goes. We have always supported each other— 
in our own interests. 

One reason why modern Americans should be grateful for 
this past should be evident in our enthusiasm over the 
potentialities of Alaska since it has been opened up by the 
war. Russia, convinced that she could not defend the ex- 
posed peninsula, sold it to us in 1867 for $7,200,000. Now 
we know that the coal and gold mines alone have an esti- 
mated potential value of between seven and ten billion 
dollars. More than $500,000,000 have already been taken 
from the earth by American miners, and the future of 
Alaska as a new frontier, a veritable paradise, is constantly 
portrayed for us in glowing terms. In other words, we got 
a bargain from Russia. 

Relations between the two countries continued through- 
out the nineteenth and early twentieth centuries, neither 
happily nor unhappily. Russia was far away. Russia was an 
exotic foreign land. Still, the American people, as true demo- 
crats, did not like all that they heard about this empire of 
the tsars—an absolute monarchy, unique in Europe for its 
intolerance, cruelty, and exploitation of the masses. Offensive 
in its attitude toward minority groups, its Siberian prison 
camps for political dissenters, and its atrocious pogroms, 
tsarist Russia was not admired, but neither was it well 
known to the rank and file of Americans, who were in any 
case very busy developing their own wealthy land. 

It was this very failure to understand the internal chaos 
and debility of tsarist Russia that caused Western powers to 
be shocked when Russia made a separate peace in the first 
World War. Outsiders were then unaware of the havoc which 
war and the loss of millions of ill-prepared, ill-equipped men 
had brought to the land. They had little comprehension of 
the economic plight of the great mass of Russian people and 
could not see, in the confusion, that a world-shaking revolu- 
tion was struggling to be born. 

The early attitude of the United States has been signifi- 
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cantly explained by W. W. Lancaster in a Foreign Policy 
Report? as one toward 


a defaulting partner in a common enterprise of self-preservation. 
It was popularly believed that Lenin and his aides had been intro- 
duced into Russia by the Germans to bring about Russian dissatis- 
faction, and our State Department was influenced by this wide- 
spread belief... . Known friends of American and British theories, 
like Paul Milyukov and Kerensky, had come to power only to be 
swept away. Their fall was attributed to their friendship with the 
West and their desire to continue Russia’s participation in the 
fight against the central powers. Hence the new government of 
Lenin was viewed as an enemy government. 


There followed a period when Russia occupied a prominent 
place on our diplomatic blacklist: recognition was withheld 
from the Soviet government. At the same time, the latter’s 
repudiation of foreign debts created considerable bitterness: 


... Although the amount of the Russian foreign debt held in the 
United States was not large as compared with the country’s re- 
sources, it was held by influential people. The most important 
part of the debt was the $187,000,000 advanced by the United 
States government itself to the Tsar’s government and to that 
of Kerensky. The nationalization of private property in the 
Soviet Union affected the big American industries. . . . They again 
became estranged from the Russians." 


Bad debts mean bad business. To an American, bankruptcy 
is a thing of shame, and welching on a debt a social crime. 

This conduct added an unpleasantly concrete, though 
mild, personal tinge to the rumors already rife concerning 
the destructions of the Red Terror. America, long at peace 
internally and unused to cruelty as a part of daily life (unlike 
the Russians who were emerging from centuries under the 
tsarist knout), had especially small sympathy for physical 
brutalities, and no certainty that they were temporary in the 
Revolutionary scheme of things. 


2 October 15, 1943. Foreign Policy Association, New York. 
3 Ibid. 
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Nor was this all. The revolutionaries cried, “Religion is 
the opiate of the people!” and Americans were horrified. 
They were not surprised when these wild men attacked other 
social institutions. Stories of Russian immoralities and ex- 
cesses found eager listeners among Americans, who could 
now see little but evil in the Bolsheviks. Their philosophy 
was never comprehended as a disciplined menace, but rather 
as a completely anarchistic and chaotic madness. This atti- 
tude prevailed and kept most Americans from a desire to 
have any contact—cultural, diplomatic, or commercial—with 
the Reds, despite other nations’ early recognition of and 
profitable trade with the changing land of the tsars. 

It was not until 1933 that steps were taken by President 
Roosevelt to bury the Soviet-United States diplomatic 
hatchet. In a letter dated October 10, addressed to President 
Kalinin, he proposed “frank, friendly conversations to end 
the present abnormal relations between the 125 million 
people of the United States and the 160 million people of 
Russia.” His suggestion, after the many years’ delay, was 
most welcome. Maxim Litvinov was sent to Washington for 
a series of discussions with the President and officials of the 
State Department, and on November 16, after an exchange 
of notes, a mutual recognition pact was signed which for- 
mally established diplomatic relations between the two coun- 
tries. William C. Bullitt, who had gone to Russia in 1919 
on a fruitless mission of armistice and amnesty, was our 
first Ambassador to the new regime, and Bullitt’s words in 
1919 have proven valid ever since: “No real peace can be 
established in Europe and the world until peace is made 
with the Revolution.” 

During most of the ten years of recognition, celebrated 
with enthusiasm all over the United States on November 
16, 1943, Soviet Russia remained an enigma to America. 
Alexander A. Troyanovsky was made Soviet Plenipotentiary 
Representative in Washington and served as Ambassador 
until 1939. His successor, Constantin Oumansky, had a 
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more difficult time. First enthusiasm had worn off; the lib- 
erals who had demanded recognition as the just right of 
a stable government were now concerned over American in- 
ternal economy. Trade unions learned of the Comintern 
and its insidious endeavors to gain control over labor. Indus- 
try, caught in a calamitous depression, learned to dread 
Marxian doctrine as a threat to free enterprise. Communism 
had again become a bogey—this was close to home. Ameri- 
cans did not always like what Ambassador Oumansky rep- 
resented. 

Most Americans were unaware that little by little the 
stability and horse sense of the Russian government were 
being substantiated, not only by the enthusiastic remarks 
of such radicals as John Reed and Lincoln Steffens, or phi- 
lanthropists like Colonel Raymond Robins, but also by an 
increasing flow of products: Russian furs for American 
women, strong hog bristles for their hairbrushes, caviar, 
and even sausage casings! The Russians, on the other hand, 
knew what they wanted and got it: aid in the electrification 
and industrialization of their vast undeveloped land. Strand 
by strand the Lilliputian lines of business bound and ren- 
dered impotent the giant of prejudice and antagonism. 

Our second Ambassador, Joseph E. Davies, was sent to 
Russia largely because he was a businessman. The Russians 
knew his record and respected him accordingly. Davies asked 
for and was freely granted the privilege of studying Russian 
business. He learned in detail of Russian economic aspira- 
tions and came to understand Russian policy in its large 
outlines so well that he was able to predict the event which 
once again disrupted Soviet-American friendship: the Soviet- 
Nazi pact of August 23, 1939. Davies’ warnings had been 
unheeded, and our own government had little influence on the 
other Western powers because of strong American isolation- 
ist sentiment. But by 1939 we were sufficiently sensitive in 
our “nonbelligerent”’ status to be highly offended by the pact 
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which threatened the success of the war we were so deter- 
mined to stay out of. 

Conversely, since the German attack on Russia, we have 
come more and more to accept the Russians not only as 
allies but as true friends.* 

This, in a brief sketch, is the tale of our relations with 
the great country that occupies half the other side of the 
world. Of Russia’s foreign policy and her indomitable ef- 
forts for peace during the last twenty years; of her devel- 
opment in democratic directions, and of some bones of 
contention between us, we shall see more later. 

We have said that the world is becoming smaller. This 
has been alarmingly true in wartime; but when the war is 
over it will be an inescapable permanent condition. Knowing 
that in the ultimate course of things we must do business 
with Russia, let us turn to the experience of American busi- 
nessmen and engineers and see how they kave done business 
with Russia. 


4 Davies’ successful Mission to Moscow (Simon & Schuster, 1941) has 
done much to break down barriers to Soviet-American friendship and un- 
derstanding. Among recent historians of relations between the two countries 
are Albert Rhys Williams (The Russians, Harcourt, Brace & Co., 1943) and 
Harriet L. Moore (“Where East Meets West Again,” Survey Graphic, Feb- 
ruary, 1944). Reporters, journalists, and writers such as Walter Duranty, 
Henry C. Cassidy, Wallace Carroll, Louis Fischer, Andrew J. Steiger, to 
mention only a few, have brilliantly reported what they themselves have 
seen, in trying to analyze the Soviet system and way of life. Among recent 
writers Maurice Hindus, who knew the Soviets from their inception, has 
shown the wartime changes in Soviet society in his book, Mother Russia 
(Doubleday, Doran & Co., 1943). Arthur Upham Pope has presented us with 
a colorful picture of Maxim Litvinov written with warm-hearted, utter 
frankness and an enlightened imagination (Maxim Litvinov, L. B. Fischer, 
1943). White Russians in exile have told their versions of the Soviet Union 
as they see it from a distance. William Henry Chamberlin has given us a 
thorough socio-historical analysis from his personal experience and point of 
view in his The Russian Enigma (Charles Scribner’s Sons, 1943). Finally, 
Foster Rhea Dulles has presented us with a play-by-play history of “the road 
to Teheran” in a volume by that name, and Pitirim A. Sorokin in his 
‘Russia and the United States (E. P. Dutton & Co., 1944) has contributed 
an able sociological analysis of the Russian and American peoples. 
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1, ECHOES OF A REVOLUTION 


Testes HABITS are hard to change. Though memory may 
be short, attitudes linger to prejudice understanding and to 
warp interpretations of contemporary events. Nowhere is 
this thought barrier more discernible or potentially more 
serious than in our relations with the U.S.S.R. A flood of 
hatred and prejudice has had to be absorbed or diverted 
before business relations between the capitalist powers and 
Soviet Russia could be established. More than a decade in 
human relations was entirely wasted through genuine, al- 
leged, and intentional misunderstandings; through fallacies, 
insinuations, and outright affronts. Looking back over the 
last quarter-century, one must shudder a little at the igno- 
rance and intolerance now evident in the judgments passed 
by orthodox capitalists on the first grandiose collectivist 
adventure in social organization. 

When the Bolsheviks, inspired by the genius of Lenin and 
his daring social program, and with full knowledge of the 
desires and aspirations of the masses, seized power in 1917, 
they faced a situation that was not far from complete chaos. 
It is still difficult to understand how, in the first months of 
the Revolution, they were able to keep themselves in power. 
Civil war and foreign intervention threatened their survival. 
Means of transportation and communication were widely 


disrupted. Epidemics and famine hampered every move. 
8 
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Without a trained “Red” army even to resist aggression, they 
had to deal with the movements of some Russian nationali- 
ties away from the Revolution toward separation and inde- 
pendence. They had to face Imperial German ambition. 
Worst of all, there was no hope of help from the outside 
world. Instead, a watertight blockade was maintained against 
them and foreign trade ceased altogether. 

That the Bolsheviks succeeded against these apparently 
hopeless odds can only be explained by the people’s longing 
for a better system and decent future, after years of hope- 
lessness, agony, and subjection to a morose and impotent 
regime. Even at the price of death, the great social adventure 
inspired peasants and workers, soldiers and administrators 
alike with personal responsibility for the new order. But 
fanaticism seized the masses, a fanaticism bound to lead to 
atrocities. The destructive phase of the Revolution began: 
the Red Terror. Like the terror period of every revolution, 
this naturally caused antagonism and the first serious mis- 
understanding in the outside world which could see only the 
atrocities and cruelties incident to a long and difficult transi- 
tion. In turn, the terror was used as a potent argument for 
intervention, and thus the Russians had to suffer the White 
Terror as well—a bloody period in which the outcome of the 
Revolution itself was in doubt. The Red Terror rightfully 
created a storm of indignation in the Western world. But 
the White Terror, by its threat to the hopes of the desperate 
masses, fortified the Revolution and forged the people of 
Russia into a united social force. 

The chaos in Russia before and shortly after the seizure 
of power by the Bolsheviks made any rapid democratic de- 
velopment quite impossible. In order to attain the maximum 
degree of socialism and lift a distressed and backward people 
to a higher level, a certain amount of dictatorial power was 
imperative. The play-by-play story of the Soviet regime 
during its first two decades reveals only too clearly that 
without a strong will and an iron fist the Soviet leaders could 
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not have prevented the return of the old regime or its char- 
acteristic top-heavy economy. This ultimate will to retain, 
and if possible spread, socialism encountered the last-ditch 
efforts of native capitalist powers to destroy it and restore 
their old system. This in a land where capitalism meant 
abject poverty and brutal terrorization for a very large per- 
centage of the people! Yet their efforts not unnaturally drew 
sympathy from capitalists abroad who knew little or nothing 
of the actual condition of the Russian people, and in whose 
own countries capitalism had gone hand in hand with better 
standards of living and some of the greatest freedoms the 
world had thus far realized. Only if we observe this tre- 
mendous ideological and physical struggle of two diametri- 
cally opposed camps with complete objectivity can we fully 
estimate how Russia became so seriously alienated and 
isolated from the West. 

Even when law and order were, in the main, restored in 
the Soviet Union, the leaders were faced with only a, rela- 
tively small urban proletariat and with a large ignorant, 
unpolitical, superstitious mass of peasants, barely awakened 
from centuries of tsarist oppression. They had even less 
comprehension of the democratic process than had the people 
of republican Germany after centuries of Friederician mili- 
tary drill. Tractors were left to rust in the fields after one 
trial—because of some minor difficulty or out of sheer fright 
—and peasants had to be coaxed, prodded, and bullied into 
learning to use the most elementary machinery. In 1913 
these people were illiterate by 67 per cent* and were sepa- 
rated by hundreds of dialects and languages. Most of them 
had never been twenty miles from their own villages. How 
could they, in the twinkling of an eye, take hold of the 
orderly processes of democracy, or value the inconceivable 
luxury of voting, or “have an intelligent opinion” on issues 

1Last normal estimate before the Revolution, according to Lenin. In 


3939, the Soviet government figure (approximately) was 81.2 per cent 
literacy; in 1944, 90 per cent literacy throughout the Soviet Union. 
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of the day? Much time and education is necessary to make 
such peoples democratic. Or, in the words of Harold Laski: 


A people, as every profound revolution has shown, must grow 
into the use of political freedom. It cannot plunge into its full 
employment directly after long immersion, amid manifold disasters, 
in a semi-barbaric and wholly reactionary despotism.” 


For a long time the struggles, the mistakes and the meth- 
ods of the new Russia—perhaps inevitable, but certainly 
often mysterious and repugnant as seen from afar—made 
an insurmountable barrier to general American sympathy. 
This feeling is not hard to understand. America had grown 
great and prosperous and full of rich, exciting life in a 
setting where free enterprise and jealous protection of indi- 
vidual rights had been the very mainspring of thought and 
activity for some hundred and fifty years. The American 
Revolution was not a domestic class war but primarily a 
break in political control, so it did not instill in Americans 
any special sympathy for revolutions and class wars in gen- 
eral. Moreover, the vast majority of Americans had been 
educated, in an elementary way, for generations. The aver- 
age farmer was not an illiterate peasant but often a highly 
alert and argumentative fellow, quite used to sizing things 
up politically and making his opinions known. To him as 
well as to the “capitalist,” politics and voting were matters 
related to his own interests. i 

Now suddenly a powerful movement by the uneducated 
classes of an immense country on another hemisphere over- 
threw the existing order. True, that order had not accorded 
with American ideas of justice and opportunity; Americans 
did not believe in absolute monarchy, a form surely both 
wrong and archaic. But the average person did not know 
much about Russia one way or another. As it happened, the 
American public heard much more about the excesses of the 


2 Harold J. Laski, Reflections on the Revolution of Our Time (New York: 
Viking Press, 1943); see his excellent chapter, “The Russian Revolution,” 
Pp. 38-89. 
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Revolution, which were the news and rumor of the day, 
than it had ever heard of the bitter oppression under the tsars 
—a relatively silent matter. Here was government based (so 
it seemed) on murder, mass riot, coercion, imprisonment 
without charge, execution without trial, and wanton confis- 
cation of the possessions of an entire class whether its indi- 
viduals were guilty of oppression or not. Who was to say 
whether a person was guilty or not? And of what crimes? 

What becomes of a society when property rights are swept 
away? (The simple person was often as much shocked by 
this as the owner of large estates or industrial holdings.) 
This was a revolution not against monarchy, but against the 
primary rights and obligations on which our own freedom 
and success were built! Or so it seemed. 

It was all very much against normal American feelings. 
Moreover, who knows when a revolution is a real revolu- 
tion, a good revolution, so to speak—like our own or the 
French, which Americans believe were justified? To the 
average distant spectator this one looked merely confused 
and bloody. The United States was accustomed to a tiresome 
procession of “revolutions” in the surrounding Latin-Amer- 
ican countries. They occurred every few years and were 
generally accompanied by summary executions, brutal tor- 
ture and confiscation of property, and their leaders used 
any means to acquire and maintain power. Precisely in the 
year 1915 there had been the uprising of Pancho Villa, a 
sort of guerrilla “revolution” which proved a great nuisance 
on the U. S. border through Villa’s policy of embarrassing 
his own government with the United States. Troops under 
Pershing were required to restore order. Yet after a year or 
two Villa was assassinated, and other “revolutions” equally 
operatic and bandit-like in character wiped his memory 
from the public mind. 

Who, then, was to say, after the reasonable Kerensky’s 
fall from power, that Russia’s revolution had not fallen into 
this same bloody but useless category? 
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At first there was little fear that Karl Marx’s theories 
would affect the capitalist system adversely; or, indeed, that 
Russia could become stable enough even to practise them. 
Presently, however, even in America, employers became con- 
scious of an uneasy stirring, where low wages or “bad” 
conditions or unemployment were involved. This was par- 
ticularly true in depression times. There was a new, rough 
element of agitation and conspiracy, and talk of the “rights” 
of employees as if an employer’s property were not really his 
own to dispose of as he pleased, nor his the decisions about 
what he paid his workers. 

This was a new and disagreeable idea, very contrary to 
American habits, and there was no telling what it might lead 
to. Moreover, it was not at all apparent to Americans that 
even in Russia it did anyone much good. The Reds in those 
days did not seem particularly efficient, and the total result 
of collective ownership seemed to be a chaotic administration 
by incompetent and ignorant people who had grabbed and 
then did not know what to do with their prize. They always 
seemed to have to starve or kill somebody to get anything 
done. 

Yet here were American laborers being attracted by revo- 
lutionary violence, and here were agitators (often foreigners 
who did not seem to love America as old Americans did) 
stirring up trouble where things had gone along peaceably 
for years. A strong instinctive feeling arose: this is dan- 
gerous! 

It was a long time before the evidences of Soviet achieve- 
ment—the slow progress toward stability, the increasing 
cultural and business connections, the modification of ruth- 
less methods and relaxation of unnatural restrictions; above 
all, the irrepressible enthusiasm of the Russians—it was a 
long time before these things had their effect. With these 
changes and the official withdrawal of international agita- 
tion, America began to regard the land of the Soviets with 
more open-minded interest and with greater apppreciation 
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of its ideals, though still with skepticism as to their prac- 
ticality and a determination not to risk her own freedoms 
in any similar process. 

The state of mind sketched above explains why even the 
mention of Marx or his words, ideas, and system was, and to 
some extent still is, considered a capital sin in American 
commercial circles as well as in our institutions of learning. 
To those accustomed to taking calmly the contribution of 
any human mind to the tangle of man’s progress—who feel 
the necessity of facing any idea without hysteria, in order 
to deal with it to intelligent effect—this is well-nigh incom- 
prehensible. One would as soon ban from general mention 
the name of an engineer whose revolutionary principles of 
bridge-building do not coincide with one’s own, but are in 
process of intensive application elsewhere. I was shocked 
when the reviser of one of my first American books, a widely- 
read American author, warned me in no uncertain terms 
that if I insisted on quoting Marx in the first part of my 
book, the American reader would close the book and never 
open it again. I did not believe him until I found out for 
myself. 

Yet business and politics do make strange bed-fellows, 
and Russia’s real need of help and the desire of big business 
to export, exploit, and expand meant that despite all the 
hamperings of credit guarantees and nonrecognition, and 
while “Red” was still a word for eternal damnation, in 1924 
the Amtorg Trading Corporation was incorporated according 
to the laws of the State of New York, and contracts such as 
the following were signed: a manganese concession to W. A. 
Harriman; one to the American Asbestos Company (this in 
1921 for twenty years); concessions for placer gold mining, 
for agriculture in the northern Caucasus, for the manufac- 
ture of pencils and pens, for the manufacture of oxygen, 
acetylene and other gases, for mineral prospecting in the 
southern Altai Mountains.® 

8 List furnished by Amtorg. 
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After a period of concession contracts, by 1927 the Soviets 
were strong enough and had their plans sufficiently well in 
hand so that contracts for technical assistance took the place 
of concessions. Imports from America consisted of machinery 
and equipment for state-owned and controlled projects. And 
now at last this business has grown so large, and with the 
passage of time and events our mutual needs are so frankly 
admitted, that no one lifts an eyebrow when the high priest 
of capitalism, the president of the U. S. Chamber of Com- 
merce, sets off for Russia in the midst of a war to see the 
Russian system for himself! 

If we are to evaluate the situation correctly we must use 
this background to set off, on the one hand, the astounding 
feats of self-help undertaken by Russian workmen, engi- 
neers, and leaders; and on the other the bold acts of assist- 
ance performed by practical Western businessmen, engineers, 
builders, producers and exporters, who finally had the cour- 
age to break down all barriers of embargo and usury and 
“do business with Russia.” 


2. THE DRAMA OF THE DNIEPER DAM 


Communism is Soviet government plus 
electrification of the whole country, lest it 
remain the country of small peasant econ- 
omy.... 

—LENIN 


In 1921, at Russia’s eighth All-Union Congress, Lenin 
presented a program of electrification to give the country the 
economic basis for her new system. Electrification would 
industrialize the Union in accordance with Marxian doctrine, 
and would permit the development of this promising rich 
land. Lenin was the first great geopolitician of modern times 
in that he saw wealth, strength, and security in what he 
called 
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...a rational distribution of industry within Russia from the view- 
point of proximity to raw materials... [and] the minimum waste 
of labor in the graduated process from the processing of raw 
materials to all the following stages of manufacturing the unfin- 
ished products ...even to the production of the finished goods. 


He did not live to see how the “black, brown, and white 
coal” *—the hidden solar energy, the bottled sunshine of a 
million years—was destined to stabilize the Soviet govern- 
ment and save the Russian nation; but his was the impetus. 
He formulated the program by which dams and power plants 
were built and paid for in gold and in farm products even 
though the people had to tighten their belts. The market 
price was paid for the best available technical skill and 
machine tools. There was only one country capable of com- 
plementing the vast resources of the Russian land with cor- 
responding machinery: America. There was only one group 
of men who had taught the world speed and efficiency and 
for whom obstacles did not exist. These were American 
engineers. 

Lenin’s plan was put into effect by Stalin. In 1926 an 
American firm, the Hugh L. Cooper Company, contracted 
with the Soviets to supervise construction of hydroelectric 
plants in Russia. Behind that simple statement lie the birth 
of cities and industries, the drama of the Dnieper Dam, the 
double destruction of the dam and, still in the future, the 
time of its rebirth, when it will stand as a mighty symbol 
of man’s subjection of nature by brotherly co-operation, and 
dynamic proof of friendly American-Soviet relations. 

Hugh Cooper detested glorification and publicity. Before 
his death in 1938 he gave his diary to his friend and col- 
laborator, Raymond E. Lapeam, on condition that it be kept 
secret for ten years. He did not want to injure any person 
directly or indirectly connected with the Soviets and espe- 
cially with the building of the Dnieper Dam. When that 
diary is opened, both Americans and Russians will honor 


1 Water power. 
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the memory of this great, shrewd, practical man who fought 
and won the battle with the tumultuous Dnieper River. 

It will not be amiss to describe this achievement in some 
detail. Hugh Lincoln Cooper, born April 28, 1865, began 
bridge engineering when he was eighteen years old. By 1891 
he had become the leader in the field of hydroelectric engi- 
neering.” In the course of a busy life he designed, and largely 
built, works totaling over two million horsepower and repre- 
senting investments of over two hundred million dollars in 
the United States, Canada, Brazil, Chile, Mexico, Egypt, 
and Soviet Russia. He had a powerful personality, but the 
tenacity that enabled him to overcome every obstacle pre- 
sented to his work by marí or nature, was probably his great- 
est asset. 

In Russia he faced a mighty river whose conquest had 
been a dream since the days when Catherine the Great con- 
templated the construction of a canal and locks around the 
nonnavigable rapids near Kichkas. He also faced an alien 
form of government. He was on his own so far as America 
went, for recognition of the Soviets had not yet come. 

He faced other difficulties, one of which was rivalry. The 
Russians had not gone blindly into the project. A group of 
their engineers under Professor Alexandrov had made field 
studies three years before a commission was finally sent tc 
Europe and the United States to find the most efficient 
engineering firm. Colonel Cooper’s own investigation, during 
the summer of 1926, resulted in his report to the Soviet 
government that the project was “feasible from both the 
engineering and the economic standpoint,” and so the Soviets 
closed a contract with the Cooper Company for “supervision 
of the design and construction of the project.” But a prom- 

2He had already built the hydroelectric installation of the Missouri 
River Power Co. at Keokuk, Iowa; the Toronto Power Co.’s plant at 
Niagara Falls; the Penn Water & Power Co.'s plant at Holtwood, Pa.; and 


the 620,000 hp. water-power project at Muscle Shoals, before receiving the 
Soviet offer to bid on their great project. 
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inent European engineering firm had also submitted a pro- 
posal including designs and plans for construction. Certain 
details of this so impressed the technical advisers of the 
government that they were unable to decide which of the 
two plans to follow. As a result, they engaged the European 
firm in the capacity of co-consultants. When the second con- 
tract was signed, the government called a conference of all 
its leading engineers and technicians to determine whether 
the American or European plan should be adopted. Though 
they were unable to make a decision, the judges did agree 
that the two plans could not be integrated and that one or 
the other had to be accepted in its entirety. 

After stormy debates a Solomonian decree was announced. 
The American plan would be tried out on one side of the 
river and the European on the other, until one or the other 
had demonstrated its superiority. In the spring of 1927 
actual work was started. Before summer was over the Euro- 
pean plan had proved to be impossible of achievement and 
the American plan was accepted for both design and con- 
struction. 

Three engineering feats were involved in the building of 
the dam: (1) On the left bank of the river three navigation 
locks and lock chambers (having a usable length of 394 
feet) had to be built to regulate navigation; * (2) on the 
right bank a power plant had to be installed for a capacity 
of 538,000 kilowatts; * (3) the dam itself had to be con- 
structed. As the great engineer himself later explained be- 
fore an audience of the American-Russian Chamber of 
Commerce: 

8 Discharge records of the Dnieper River had been kept during the 46-year 
Period from 1878 to 1923. In 1926 Cooper’s personal check-up indicated a 
variation in daily flow from a minimum of 6,300 sec. ft. in two especially 
dry years to a maximum of 720,000 sec. ft. A maximum discharge of 
835,000 sec. ft. was recorded in May, 1931. 

4 Power station equipment consisted of 9 generating units, each of 62,000 
kw. Of the 9 turbines, 5 were constructed in the United States by General 


Electric, 4 by the Soviets. For further detail see the Engineering News- 
Record for June 23, 1932. 
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This undertaking constitutes one of the most difficult engi- 
neering works yet attempted anywhere in Muscle Shoals and the 
power installation is in excess of seven hundred and fifty thousand 
horsepower. Over the Dnieprostroy dam will pass more water than 
has ever passed over any dam previously built, approximately 50 
per cent greater in volume than that which will some day pass over 
the projected structures of the St. Lawrence River.” 


The construction program was divided into four seasons. 
In the first, cofferdams were built out into the river for the 
two end sections of the dam and for the powerhouse, restrict- 
ing the river to mid-channel. Within the cofferdams piers 
were built up above high water and the foundations of the 
spillway sections were laid. During the first spring flood the 
cofferdams were overtopped. This had been anticipated and 
no serious damage occurred. 

In the following season, piers of stone-filled cribs were 
built out across the center channel. When the river could be 
diverted through one of the end cofferdams (between the 
permanent piers of the dam), the mid-channel was closed by 
stoplogs filled in between the crib piers and the lower coffer- 
dams were completed. 

Before the spring of 1931, the year of the great flood, the 
piers of the mid-channel section had been built up above 
high water and the foundations of the intervening spillway 
sections had been laid. When the flood came no damage was 
sustained. 

The human problems Cooper encountered were even 
greater than the technical ones. The popular notion in Amer- 
ica that Soviet labor is forced and enslaved Cooper found 
to be entirely erroneous. There was a high turnover of the 


5 The main dam, extending entirely across the river channel, is of gravity 
section, 140 ft. high to the crest of the spillway, curved in plan, and de- 
signed for an overflow of 9 m. (30 ft.). It has a total length of 2,500 ft. and 
is surmounted by piers and 47 crest gates of 13 m. span each. The piers, in 
addition to taking the thrust of the crest gates, support a bridge for the 
gate-operating cranes and a highway bridge. On the right side of the river 
the powerhouse bulkhead (850 ft. long) forms a continuation of the dam 
into the right bank. On the left bank are the three navigation locks or lifts. 
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labor force, reaching as high as 60 per cent. The Engineering 
News-Record states: 


The laborers were at all times free to change their places on 
the job or to leave the job entirely for other work (for instance 
agriculture) that they believed was more attractive (contrary to 
the accepted idea in this country, the pay of Russian labor varies 
widely). After much persuasion, piecework pay was adopted on 
the Dnieprostroy” project. For example, the concrete workers were 
paid on the basis of buckets placed in the forms per shift.® 


Farm labor from near-by villages came to help. Women in 
great numbers worked “as instrument workers using transits 
and levels for concrete forms, forewomen, machine operators, 
locomotive firewomen, switch tenders, concrete placers and 
common labor.”? Contrary to all expectations, they were 
exceptionally efficient. 

Cooper had said to Stalin when the final plans were drawn 
up: : 

“Frankly, I would like more American engineers and technicians 
on the job.” 

“Frankly,” rejoined Stalin, “we don’t.” 

“Why not?” asked Cooper. “With more I could do a quicker, 
cheaper job.” 

“Agreed,” responded Stalin. “With our own raw inexperienced 
workers the dam may cost us fifty or a hundred million more. But 
poor as we are, we are ready to pay the price. For our purpose, 
Colonel Cooper, isn’t just to build the dam but to make it serve as 
a school for the training of our own corps of workers to go out and 
build others.” £ 


And so the dam was built, by skilled and unskilled Rus- 
sian workers whose pride in their achievements for the com- 
mon good and whose belief in a great future overcame all 


8 Engineering News-Record, June 23, 1932. 

7 As the project progressed the rate question was adjusted, much as in 
the United States, by negotiations between labor and administration on the 
job. 

8 Andrew J. Steiger, American Engineers in the Soviet Union (New York: 
Russian Economic Institute, 1944). 
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obstacles. Contests between labor on opposite sides of the 
river accelerated the operations. Every evening, when the 
right and left banks were competing with each other, a red 
signal of victory would glow on one of the banks. Like 
heroes in battle with the elements, victors in these contests 
were honored and acclaimed throughout the land of the 
Soviets. And in the concreting season of 1930 the Dniepros- 
troy organization deposited 725,000 cubic yards of concrete 
in the dam and powerhouse, thereby exceeding any previous 
rate of concrete depositing in the history of construction. 
Of this Colonel Cooper later said, “The quality of the work 
is equal to any I have ever seen in any similar work.” 

The Cooper Company maintained a staff of American en- 
gineers on the job to develop the details of the engineering 
plans.” The work of this staff proceeded perfectly and ac- 
cording to plan, Colonel Cooper reported, adding however, 
“The work done by the Russian engineering personnel and 
all of the labor units won the admiration and respect of the 
American engineers.” The Russian directing agency was 
known as the Dnieprostroy Administration of the Soviet 
Government and was headed by A. V. Winter, Russian en- 
gineer.’° 

When the dam was completed, the Soviet writer, Nikolai 
Atarov, described it as “a monument to the creative epoch 
of the thirties”: 


When the forty-nine powerful concrete abutments formed a 
grand arch over the high banks of the Dnieper and the sparkling 
surface of the water rose higher and higher, leaving the famous 


® The field direction consisted of Milton T. Thompson with J. W. Hall, 
F. P. Fifer, L. G. Puls, J. W. Johnson, and H. B. Wilkinson as assistants. 
In addition to this staff, the Newport News Shipbuilding & Dry Dock Co. 
and the General Electric Co. supplied a force of American engineers and 
mechanics for service in connection with the installation of the turbines and 
electric generators in the powerhouse. Rockwell Smith was chief concrete 
inspector, with F. C. Shoemaker and J. D. Flagg as his principal assistants. 

10 Winter reported to the Supreme Council of National Economy of 
which V. V. Ruybysheff and G. K. Orkonikidze were the directing authori- 
ties. Other Russians active in connection with the project were B. E. Ve- 
deneo, P. P. Robert, T. Randaloff, George Vecelago, and V. M. Michailoff. 
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Dnieper Rapids far below, the Soviet people first joyfully realized 
they were indeed capable of transforming their country. There 
was not a child in the U.S.S.R who was not familiar with the beau- 
tiful contours of the great dam and who had not drawn it in its 
sketchbook.** 


A brief dialogue in Anna Louise Strong’s novel, Wild 
River, gives a perfect explanation of the spirit and forces 
that made the building of the dam possible. In a discussion 
between the Russian chief organizer, Nicolai Ivanovich, 
dying from overwork and tuberculosis, and the American 
engineer on a similar project (the novel is based on Cooper’s 
achievement), the American begins: 


“There are a lot of things I’ve wanted to ask a person like you. 
About your Five-Year Plan. It’s tremendous, but I don’t see how 
you can do it.” 

“We have forces to call on that you do not know,” asserted the 
man in bed. 

“I think I know some of them; your workers are wonderful in 
competitions.” 

Nicolai Ivanovich smiled. “Even we who organize them are 
surprised by what they accomplish. The world has never known 
what forces lie in the people when once they are owners of their 
tools....In every one of these human creatures who yesterday 
were serfs of a Tsar, is a power to remake his bit of the uni- 
verse....” 1? 


Cooper had been impressed by the inclusion in the dam of 
a secret gallery. “What a people!” he exclaimed. ‘‘They are 
spending the equivalent of two hundred million dollars in 
money and manpower to erect this great dam. At the same 
time they put in several hundred thousand rubles extra for 
the sole purpose of insuring its speedy ruin.” 

Ten years later came the Nazi avalanche. Was Hitler to 
gain the immense power of this electric empire, the greatest 
in Europe? Was he to use the fertile soil around the dam, 


11Jn the Soviet Information Bulletin, put out by the Embassy of the 
U.S.S.R. 

12 Anna Louise Strong, Wild River (Boston: Little, Brown & Co., Atlantic 
Monthly Press, 1943). 
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with its artificial lake and the locks which would enable ships 
to penetrate deep into the country? Was he to utilize un- 
hindered the immense horsepower generated by the dam, 
spreading it to the old steel cities of the north, east to the 
Donets Basin, west to the iron mines of Krivoi Rog, south 
to the manganese of Nicopol? Never! When the Russians 
had removed as many of the nine giant generators as they 
could handle on their journey eastward beyond the Urals, 
they entered the secret gallery and dynamited their greatest 
project with their own hands. Then they fought bitterly 
until they had regained that territory and began the Dnieper 
Dam again. 

When the triumphant Russian Army recovered the 
Dnieprogres Power Station and actually began to rebuild 
the dam, an article describing the Russian effort appeared 
in a General Electric Company publication: 

Twice [the Dnieproprestrog] has gone through destruction, first 
in 1941 by the Russians themselves, second by the retreating 
Nazis. In the history of this great station...there is something 
symbolical of Russia itself. It is the greatest hydroelectric station 
in the world, with an ultimate capacity of 538,000 kilowatts. It 
is in the largest. country in the world, for Russia occupies one- 
sixth of the earth’s land surface. It took magnificent courage to 
dynamite this great work less than a decade after it had been put 
into commission, but the Russians have a magnificent courage. 
This dam ever will stand as a monument to Russian progress and 
creative energy and to their unexampled valor as defenders of 
their native land.?8 


This was the enterprise which Hugh Cooper brought to 
successful completion against almost hopeless odds. But this 
was not his only achievement in doing so. His perseverance, 
keenness, ingenuity, and devotion to the ideals of his pro- 
fession resulted in what Mr. Minor terms “the acceptance, 
once and for all, of American engineering standards in the 
Soviet Union.” Both successes were equally significant. 


19“A Portfolio of Russian Progress,” in General Electrics Monogram 
Series, Vol. XX, No. 8. 
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Before the curtain falls on the drama of Dnieper Dam we 
may mention a happy ending which has recently been sug- 
gested in Washington. We have seen how American pioneer- 
ing engineers and workmen, in close collaboration with 
Russian engineers and labor struggled to create this great 
work of human and material energies that is the Dniepros- 
troy. As a token of America’s admiration for the heroic 
stand of the Russian people.against the dark powers of 
aggression, it has been suggested that America present the 
Soviet people with the materials, tools, machinery, and en- 
gineering assistance necessary to restore the Dnieper Dam 
to its old glory. This would be an act of friendship as well 
as a symbol of the spirit of “business in our times.” 

Could there be a better or more appropriate act of friend- 
ship between the two great brothers-in-arms, or a better 
memorial to the twenty million gallant Russian dead? Could 
the creators and builders of the Dam find a greater monu- 
ment to their lost effort than the rebirth of their work as an 
act of love among men? 


3. TEACHER OF AMERICAN METHODS 


In a period of three years we have wit- 
nessed more variations of projects that have 
been well under way than we have heard 
of in America in twenty-seven years of asso- 
ciation with the mining industry. 
—CHARLES STUART 


Charles E. Stuart was the senior partner of the engineer- 
ing firm of Stuart, James and Cooke, which was formed in 
1914. He was a Virginian, educated at the Virginia Military 
Institute, and he had come up the hard way (the way he 
later recommended to the Russians), starting as an ap- 
prentice in the engineering course of Westinghouse. His 
knowledge was the product of thorough, practical experience. 

In 1925 Russian engineers came to see him in New York 
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with introductions from some English colleagues. Stuart’s 
interest in teaching the Soviets began then. When the visitors 
wanted to see American mines, he delegated one of his own 
engineers to be their guide through West Virginia and other 
coal fields, and on their return to New York he agreed in 
turn to go to Russia to discuss with their government a con- 
tract to handle and develop mines. His conception of the 
potentialities of the vast coal area of the Don Basin resulted 
in his obtaining the second contract given to American engi- 
neers. In the spring of 1926 he sent over a number of key 
men, all chosen for their pioneering instincts, since they were 
going into a strange land reputedly fraught with many and 
unknown dangers. Not only did their tools and equipment 
have to be sent over, but practically all living necessities for 
the men and their families as well. Even so, Stuart later 
complained, some of his best engineers lost precious hours 
hunting proper living quarters. Later they even had to figure 
accounts because of the uncertainties of the accounting sys- 
tem. Funds were transmitted to New York each month, but 
they did not always correspond to the amounts due, and 
although there were no serious disagreements over money, 
great expenditures of time, effort, and cable charges were 
incurred both in the U.S.S.R. and in New York. 

More serious was the early antagonism of the older Rus- 
sian engineers. This was true especially at the start of the 
great Donugol contract. Stuart wrote to the Russians: 


...We met with such opposition to the introduction of Ameri- 
can ideas and practice that for the time being it looked as though 
we could only hope to progress by utilizing practice and standards 
with which your engineers were familiar through actual experi- 
ence. 


Later the younger Russians, better trained and more mod- 
ern, worked harmoniously under the eyes of the five-man 
team which Stuart used as his basic unit. Points of view 
were adjusted so that later work was conducted “in a har- 
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monious and, in fact, enthusiastic manner.” A significant 
gain was the final acceptance by the Russians of principles 
of standardized parts and mass production. 

Stuart’s engineers worked in the Ural Mountains, the 
Moscow Basin, and in the various districts of the Great Don 
Basin—each area presenting a different set of conditions and 
problems. And they worked very hard. During their first 
three years they kept an eight-hour day and a six-day week. 
The firm also maintained, at its own expense, a resident 
partner with three office assistants, in order to give the 
engineers complete freedom from outside details, and to 
provide the Russians with an experienced consultant. In a 
time when the only direct contact between the U.S.S.R. and 
the United States was through the American engineers and 
their assistants helping to build up Russian industry, the 
presence of these men from communities scattered all over 
the United States was a true diplomatic service. As the 
Russians gradually became acquainted with America through 
them, the Americans in turn grew to know Russia and to 
appreciate her people. 

In 1930 Stuart submitted a detailed and admonitory re- 
port to the Soviets* in which he stated his disapproval of 
their methods. He listed, project by project, the coal mines 
on which his engineers had been set to work without being 
consulted on the development of the total program or even 
the entire program of any individual “trust,” as the Russians 
called their organization of each industry. 


[They]... were simply assigned certain projects to execute, 
which projects were selected by someone else, and we were never 
asked to assist in determining whether it would not be more eco- 
nomic to project mines in other areas. As a result of this, mines 
have been projected in areas in which coal was later proved 


1 Made to the Commissar of Heavy Industry, of the Supreme Economic 
Council in Russia. A typescript was kindly loaned by Mr. Daniel Dent of 
the Borden Company, as no known copy is on file in this country. Informa- 
tion was also supplied by Mrs. Stuart. 
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to be too deficient in quality and quantity for the operation of 
economic mines. 


Again and again Stuart urged upon them: 


The distinction between your position and ours lies in the 
amount of importance, the amount of stress, which we place on 
practice as compared with the stress you place on knowledge of 
the art, that is to say, technique....We recall... [that] a very 
brilliant Russian engineer, who was opposing the argument of one 
of our practical mining men, admitted that within the period of five 
years he had spent but five hours inside a coal mine. 


He told these men who believed in property held in com- 
mon that they must learn to work together in the American 
way. 

Members of a long established firm who work in U.S.S.R. carry 
with them the “team spirit” of the firm in which they have been 
brought up. This spirit is traditional. ...The industry of U.S.S.R. 
must build up a “team spirit” the same as in our country. ... 


He complained of the too-frequent changes in Soviet petty 
officialdom and of the fear that these men had of taking the 
initiative. Here he was tactful in praising what he consid- 
ered the outstanding feature of Russian progress: the ag- 
gressive fearlessness of her leaders. But he asked in vain 
for one change in policy: 


We urged you to encourage in your officials the feeling that 
a mistake made in honest effort is not a crime. If the average 
judgment of a man is found to be poor, he should be replaced but 
not punished. The crime is non-action, or failure to exercise judg- 
ment or accept authority. 


As a good American engineer he was horrified at the 
waste and inefficiency that prevailed: poor co-ordination 
of various separate trusts, constant turnover of officials, 
frequent changes in schedule, long weary hours of waiting 
for interviews and then too-long interviews when they were 
granted. 
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In the United States our highest officials are at all times more 
quickly accessible than are Soviet officials carrying far less re- 
sponsibility. We believe that on a comparatively few hours’ 
notice we could have access to the head of any industry with whom 
we might have business to discuss. At the same time, and in this 
fact lies the secret—the interview would be of considerable im- 
portance in order to require an excess of fifteen to twenty minutes 
of time. 


Then there was the planning—! Instead of making an 
over-all survey of the potentialities of a site and the type of 
mine to be constructed, the Soviets wanted everything drawn 
accurately on paper in advance, down to the last detail. A 
small change meant that an entire new set of plans must be 
submitted, time after time. The Americans wanted to get 
ahead with the job, solving minor problems as they encoun- 
tered them. 

Always it was “the way we do it in America.” Stuart 
taught the Soviets “rationalization” as defined by the world 
Economic Congress at Geneva: 


... Methods of technique and organization designed to secure 
the minimum of waste of effort and material ... scientific or- 
ganization of labor, standardization of material and products, 
simplification of processes and improvement in transport and 
marketing. 


Even for a single coal mine, he said, this implied a sound, 
comprehensive economic plan which “properly co-ordinates 
labor and machinery and is liberal and tolerant in its views 
toward the workers and thus secures and holds their interest 
and co-operation.” The Russians, he said, should spend less 
money opening up new mines and pay more to their workers 
on the basis of individual capacity. He could see no physical 
reason why the U.S.S.R. could not equal the American 
output of 2.2 tons per man per day in the anthracite areas 
and 4 tons in the bituminous mines. Yet in Russia the aver- 
age was less than one-half ton per man per day. 
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The results in the United States are not obtained by forcing 
the worker. Although he is expected to adhere to specified hours, 
he applies himself about as he pleases, being paid in accordance 
with the results he obtains. 


Did the Pussians object to this plain-speaking? They did 
not. They showed that they could take it and like it. In fact, 
the report was at once translated into some seventy-five of 
their languages and sent to all industries where his criticisms 
could be applied. Moreover, they put many of the suggestions 
to work. 

Despite the higher cost for the Americans and the lawsuits 
brought in America by engineers dismissed because they 
were temperamentally unable to work with the Russians; 
despite frustrations, handicaps, disappointments and mis- 
understandings, the great mines of Schachtostroy, of the 
Don Basin, and others all over Russia are eloquent proof 
that the results of the mutual learning process were good. 
So, also, is the satisfaction of the company: 


The firm of Stuart, James and Cooke has at all times taken 
a pride in the distinction of being the pioneer of American groups 
to join your industrial program. We like to feel that as pioneers 
we have blazed the trail... until today hundreds of American 
specialists are assisting in your program of work ...a product of 
the collaboration and co-operation between a Russian and Ameri- 
can personnel, aided by the uniform kindness, courtesy and help- 
fulness that has been extended to us by your officials and engi- 
neers. 


The great engineering firm did literally blaze the trail. 
Those who came after found Soviet workers eager to work 
under American direction, and Soviet officials were willing 
to grant the imported: specialists complete supervision and 
a free hand. Soviet living quarters, rates of pay, standards of 
efficiency, and attitudes toward the workmen, had come 
much closer to “the American way.” 

Stalin himself, after reading Stuart’s report, ordered more 
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efficiency of method and graded pay. In 1932 when the Rus- 
sian government closed this contract along with those of 
other foreign engineers, in a letter headlined in the New York 
Times as FIRST LETTER OF KIND, they honored the man who 
had been their adviser for six years. Dated Moscow, May 
27, 1932, it read: 


The People’s Commissariat of Heavy Industry expresses its 
gratitude to the engineering firm of Stuart, James and Cooke for 
its work. 

The People’s Commissariat of Heavy Industry wishes to state 
with satisfaction that the engineering firm of Stuart, James and 
Cooke, Inc., was one of the first American engineering firms that 
were invited to give technical assistance to the industry of U.S.S.R. 

During the six years of its work the firm has shown skill and 
a thorough understanding of conditions of work in Soviet industry. 

The People’s Commissariat of Heavy Industry is emphasizing 
the fact that the activities of Charles E. Stuart, the senior partner 
of the firm, during his visits to the U.S.S.R. have contributed 
greatly towards the elimination of many difficulties which arose 
during the initial phase of the mutual work of this firm with the 
coal industry. 

(Signed) Piatakoff 


4. THE CONTINUOUS ROLLING STEEL MILLS 


There is no cheap way to build a nation. We 
must be strong, not for ourselves alone, but 
for mankind. Nations and systems will be 
crashing around us. We must be in that 
crash a sure foundation on which man’s 
freedom can be built. Shall we make our- 
selves of steel or of butter? 
—NICOLAI IVANOVICH, in Wild River ' 


Steel or butter—this was the choice facing the Russians 
in those decisive years, and they chose: steel! They built the 
huge steel plants, the continuous rolling steel mills, and the 

1Strong, op. cit. 
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giant blast furnaces which made the steel for the thirty 
thousand tanks that were ready for Hitler when he attacked 
in the summer of 1941. All the world had wondered why 
steel production suddenly diminished very considerably in 
Soviet production figures, and why it was broadcast to the 
world and displayed in records of the third Five-Year Plan. 
But Stalin did not disclose everything. He did not say that 
much of the produced but undeclared steel went into tanks. 
Today we know that that steel and the iron will of Soviet 
labor, saved the nation and the world. 

American engineers contributed their usual competent 
“technical assistance” in the erection of the steel works and 
mills. Three firms—Arthur G. McKee and Company, engi- 
neers and contractors of Cleveland, Ohio; the United Engi- 
neering and Foundry Company of Pittsburgh; and the 
Freyn Engineering Company, Chicago—are chiefly respon- 
sible for the industries of Soviet Russia’s Ural stronghold.* 

Until the end of the twenties the wasteland of the “mag- 
netic mountains” of the Urals was still undeveloped, and 
Russia derived go per cent of her resources from the Donets 
Basin and the western parts of the Union. With the growing 
industrialization of the country at large, however, hundreds 
of thousands were attracted to this region by the immensely 
abundant iron, coal, copper, bauxite, lead, manganese, pot- 
ash, magnesium, zinc, and petroleum, as well as by the giant 
forests and the fertile, arable soil. Encouraged by the gov- 
ernment, they created one of the greatest industrial con- 
centrations of the world in the five hundred square miles 
around Magnitogorsk. Some two thousand miles away were 
the practically inexhaustible coal fields of Kuzbas. Together 
these two great sources of energy constituted the longest- 
range coal-iron combination in existence. Although Russia 
was forced by war to yield parts of her industrial wealth, it 


2The coke ovens were constructed by the Koppers Construction Com- 
pany (now Koppers Company, Engineering and Construction Division, 
Pittsburgh), which also built coke ovens for the United Chemical Industries 
of the U.S.S.R. 
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was this development in the interior that gave her the 
strength for eventual victory. Actually, it could have main- 
tained her for years. Even if Hitler had reached the Ural 
Mountains, there would still have remained enough oil and 
coal, electricity and water power, labor and raw materials 
in Siberia to wage more than a guerrilla war. 

Magnitogorsk, an iron and steel city of two hundred thou- 
sand inhabitants, now stands on the wasteland of the south- 
eastern Urals, former camping grounds of Asiatic shepherds. 
When the American engineers made their contract with the 
Soviet government, they selected a beautiful site on the bank 
of the Ural River for the metallurgical plant. It was at the 
foot of a series of hills one group of which, Magnitagora or 
“Magnet Mountain,” lends its name to the locality and the 
project. Once practically a no-man’s land, this is today the 
center of Soviet Russia’s heavy industry.* 

At this point the valley of the Ural River is quite broad, 
so the project necessitated the construction of a concrete 
dam three-fifths of a mile long which resulted in the forma- 
tion of an artificial lake about five miles in length with a 
capacity of some ten billion gallons of water. The first plant 
at Magnitogorsk combined coke ovens and by-product plant; 
blast furnace plant; open hearth steel plant; Bessemer plant; 
strippers and soaking pits; the Largo reversing blooming 
mills (continuous rolling mills); finishing mills; transporta- 
tion system; water supply; steam supply; electric power 
supply, and repair shops. The mines ard plant in all em- 
ployed some fifteen thousand persons.* 


8 Although very close to the province of Orenburg in European Russia, 
it is in Siberia, 400 miles south by rail from Sverdlosk on the Trans- 
Siberian Railroad Sverdlosk in turn is 1,245 miles east of Moscow and 
approximately the same distance west of the Kuznetsk basin where the 
huge coal deposits are located. For details of this fascinating development 
see John Scott, Behind the Urals (Cambridge: Houghton Mifflin & Co., 
1942). 

4 The famous iron ore deposits of Magnet Mountain, with an estimated 
capacity of 260 billion tons, are at a distance of four miles from the blast 
furnaces and the crushing machinery, and concentration plants have been 
advantageously placed on a hillside about midway between mines and 
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This project was contracted for in March, 1930, with the 
McKee Company and was the largest single undertaking of 
the first Five-Year Plan. It has since become the largest 
steel plant in Russia. 

The original contract called for the operation as well as 
design and construction of the plant, but the first part of 
the contract was later canceled. By 1932 the design work 
for the project was practically finished and some units of 
the plant were in operation. Both the designing staff in 
Cleveland and the supervisors of construction in Russia were 
engaged in this work for a total of about two and a half 
years. Thereafter, additional contracts were made for iron, 
steel, and petroleum refinery equipment.‘ 

William A. Haven, vice-president of McKee and Com- 
pany, said this of the project: 


The Magnitogorski project represented one of the few oppor- 
tunities which have been given to American engineers to build 
a steel plant of such large capacity, complete in every respect as a 
unit of design and construction, with a total output of pig iron 
of 2,500,000 tons per year. The tempo of building the complete 
plant from May 1, 1933, is probably without precedent in an 
undertaking of this magnitude. 


Similarly, Charles M. Muchnic, New York representative, 
and K. C. Gardner, president, of the United Engineering and 
Foundry Company, of Pittsburgh, tell of their firm’s ex- 
periences: 


During the past eight years we have supplied considerable equip- 
ment to the Russian Government consisting mostly of iron and 
steel works manufacturing equipment as well as large aluminum 
rolling walls, and have delivered at the present time additional 


plant. The Magnitogorsk plant was to solve the problem of linking the 
Ural ores with the Kuznetsk Basin coking coal; operation is based on utiliza- 
tion of this coal, transported to the mill over a distance of 2,000 kilometers. 
5 Up to June, 1943, fifteen additional contracts. 
6 The 4 High Hot and Cold Strip mill was shipped entire to Zaporozhe 
and there installed by Wade Jenkins and American-trained Russian engi- 
neers. 
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steel works equipment, the total of which amounts to a large sum 
of money. 

Our relations with the Russian Government and its engineers 
have been very pleasant and satisfactory, and we have always 
found them reliable in every way; living up rigidly to the con- 
tracts that have been made between us. 


The tremendous task of projecting metallurgical plants 
all over the Union was entrusted to a government organiza- 
tion, Gipromez, with headquarters in Leningrad. The Kuz- 
netsk Steel Plant, one of its major accomplishments, is second 
only to Magnitogorsk. As chief adviser Gipromez hired the 
H. J. Freyn Company. Gordon Fox, vice-president of the 
company, contributes this statement: 


The Freyn Engineering Company first became identified with 
engineering work for the Soviet Steel Industry in 1927, at which 
time it prepared in the U.S.A. a project for construction of a pro- 
posed new steel plant at Kuznetsk, now Stalinsk (Siberia)... . In 
the spring of 1929, a group of engineers was sent to the Soviet 
Union to become associated with the Russian organization, 
Gipromez. This association continued until the fall of 1933. 
Gipromez was an organization involving perhaps a thousand Rus- 
sian engineers, draftsmen and other associated employees. Its name 
may be translated as “State Institute for Projecting Metallurgical 
Plants.” It was the central technical organization for planning the 
development of the steel industry for the Soviet Union as a whole. 

In 1930, a further group of American engineers and constructors 
was sent to the U.S.S.R. to become associated with the firm Stal- 
project which was entrusted with the work of constructing the 
complete steel plant to be located at Kuznetsk, Siberia. 

Freyn Engineering Company was the third firm to identify 
itself with the Soviet Program of Construction under the first 
Piateletka, after Hugh Cooper and Stuart, James and Cooke. 


This company was also one of the last to leave (1933). 
During its total term of service in the U.S.S.R. it sponsored 
the importation of more than two hundred engineers, con- 
structors, and others. At any one time, however, the number 
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of Freyn engineers attached to Gipromez ranged from about 
ten to thirty. As consultants they attended innumerable con- 
ferences, made field trips and inspections, and offered 
technical studies and advice as Gipromez undertook im- 
provements in existing steel plants and chose sites for new 
ones. This involved the determination of plant capacity, 
type and range of products to be rolled, selection of produc- 
tion units best suited to the work in hand, and general layout 
of plant best adapted to site conditions and other local fac- 
tors. The American engineers also labored to determine 
standards, with reference both to practice and equipment. 
“Standardization!” was their cry. Finally a so-called stand- 
ard blast furnace, with production capacity approximating 
a thousand tons of iron per day, depending upon local ores 
and other conditions, was worked out in detail and built in 
considerable numbers. Similarly, a standard design for sta- 
_ tionary open hearth furnaces was determined upon and used 
in new steel plants. 

After considerable consultation service, when they were 
better acquainted with Russian conditions and requirements 
and the Russian engineers were more familiar with American 
practice, the Americans were appointed to key positions in 
the technical organization. Since American designs had been 
approved, the considerable number of German engineers 
also associated with Gipromez had to be content with “posi- 
tions of intermediate category.” 

Projects for perhaps thirty new steel works were prepared 
with the collaboration of the Freyn engineers, but unfor- 
tunately the construction program developed so slowly that 
none was in operation when the men left the U.S.S.R. in 
1933. Particularly keen was their disappointment at not 
seeing in actual function the Kuznetsk Steel Works in cen- 
tral Siberia. The Americans had been moved from Moscow 
to the plant site to supervise construction, with the result 
that the Freyn company now proudly reports: 
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The Kuznetsk Steel Plant is the only steel plant in the Soviet 
Union which was designed and constructed throughout under 
American supervision. We are informed that it is now considered to 
be the outstanding steel plant in the Soviet Union from the view- 
point of layout, equipment, construction and operating perfor- 
mance. 


Freyn had one contract which ran from 1927-1932. A 
second, for additional technical assistance, was begun in 
February, 1929, and terminated in 1933. In addition, sub- 
stantial amounts of special equipment for steel plant use 
were sold to the Soviets, and at present Freyn is working 
on new orders for the rehabilitation program. 

From such patient, careful men came the mighty mills 
whose steel furnished the tanks that, guided by the iron 
spirit of the Red soldiers, stopped Hitler. 


5. GOLD, GOLD, GOLDI 


What held me was the great open spaces of 
the Russian East....The Russians have 
something there which is more important 
than any political system . . . almost a con- 
tinent in itself . . . still almost as empty as 
the American West was a few generations 
back and with the same possibilities for the 
future of the younger generation in Russia. 
— JOHN LITTLEPAGE* 


It is not generally known that communist Russia, like our 
own land of rugged individualism, also had a gold rush. 
Though it was for a brief period only, the times of Captain 
Sutter, early gold king of California, seemed to repeat them- 
selves in the land of the Soviets. Oddest of all is the fact that 
this was deliberately conceived and planned by Stalin, under 


1John D. Littlepage and Demaree Bess, In Search of Soviet Gold 
(New York: Harcourt, Brace & Co., 1938). 
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the influence of the writings of Bret Harte, to strengthen 
Soviet economy and develop sparsely settled regions. 

Before the first World War Russia had a considerable but 
rather primitive gold production. A fleet of small dredges 
operated in the Ural Mountains, in western Siberia, along 
„the Yenesei River, and in the Far East. The remaining ore 
produced was dug out by groups of hand miners or pros- 
pectors scattered all over the Urals throughout western Si- 
beria, around Lake Baikal, and along the Yenesei, Lena, 
and Amur rivers. A few lode mines were operated in the 
Urals, western Siberia and Kazakstan; lode prospecting 
went on in the Amur River district and on the Manchurian 
border. The ore was mined by hand, put through Chilean 
mills, and then amalgamated. Most of the sites could be 
worked only to water level, for lack of pumps. Only the 
higher grades of ore were mined. 

Shortly after the Revolution gold mining, then considered 
a capitalistic folly, was stopped entirely. From 1922 to 1927 
there was sporadic production. But by this time Stalin had 
determined to buy foreign tools, machinery, and advice. 
Gold was still the accepted base of exchange “outside”; 
hence he was forced to resort to production of “useless” gold 
to obtain the highly “useful” power plants, dams, truck 
factories, foundries, rolling mills, and automobiles that he 
wanted. 

Inspiration was found in the work of Prof. Alexander P. 
Serebrowsky of the Moscow School of Mines, whose book, 
On the Gold Front, urged that Soviet gold should be mined 
only by the most modern means and with “American” equip- 
ment. Stalin summoned Serebrowsky and said to him: 


The new districts of the United States were opened up from the 
beginning by gold and nothing else. On the tracks of the gold 
hunters came other mining industries: zinc, lead, copper, etc. At 
the same time agriculture was opened because it was necessary to 
feed the gold hunters. Roads and transportation developed for 
their benefit. We will do the same. For a time we will grant con- 
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cessions to prospectors. We will mine gold, then gradually change 
over to the mining and working of other mines—coal, iron, etc. 
At the same time we will open up agriculture. Just as in California, 
prospectors must play a large part in Russia too, 


Serebrowsky knew the man who could begin what Stalin 
wanted. He went to Alaska and talked to the superintendent 
of a gold mining property about a hundred and twenty-five 
miles from Juneau. As a result, in 1928 John D. Littlepage 
closed a two years’ contract to develop gold mining in Russo- 
Siberia. 


It was not an easy assignment, even for an Alaskan mining 
engineer. He traveled over the camel trails of northern 
Kazakstan, through the Altai Mountains, the Urals, the Lena 
gold fields, and most of the other gold districts of Russia; ? 
and like a sorcerer with a magic stroke, opened up one new 
source of gold:production after another. He was dean of the 
more than one hundred and seventy-five foreign mining 
experts hired by Stalin. 

One of the first concessions in Russia had been granted in 
1925 to the Lena Gold Fields Company, a British and Amer- 
ican concern, covering mines of various kinds in Siberia and 
the Urals, running for fifty years, and involving an invest- 
ment of $11,000,000.' But this was a small matter now. The 
fields opened up by Littlepage, the methods he taught, and 
the equipment he brought into the country created a real 
gold rush—kept firmly under government control and highly 
productive of “social good,” but nevertheless a true gold rush 
in the old pioneering sense. 

Soviet workers who journeyed to barren Siberia, usually 
in groups of three or more, received as much as thirty thou- 
sand dollars per group if the gold resources found were con- 
sidered worthy. Further, they were allowed to exploit their 
mines for at least one year for their own profit. This some- 

2 Ibid. 


8 Frederick L. Schuman, American Policy toward Russia Since 1917 
(New York: International Publishers, 1928). 
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times brought a single prospector some fifteen thousand dol- 
lars—at least ten times what he could have earned even as 
a highly skilled worker. And so hundreds of thousands— 
most of them not so fortunate—established themselves in 
Siberia. Roads, cities, railways, and other mineral mines 
were the permanent result, as well as a gold production which 
by 1932 ranked fourth in total world production.* 

Littlepage worked for the Soviet Gold Trust for ten years, 
traveling as mining inspector over a hundred thousand miles. 
The tale of his chase is one of the great human adventure 
and success stories. Against ignorance, superstition, and 
every kind of natural and artificial obstacle, in the remotest 
reaches of the globe, against ill-will, sabotage, and stupidity, 
as well as political conspiracy, he succeeded in systematically 
replacing antiquated methods and primitive equipment with 
the latest mining techniques. 

His achievement demonstrates the impossibility of judging 
Russia’s treatment of foreign governments or their nationals 
by the fate of those over whom the Communist party main- 
tains discipline. Littlepage, as engineer and impartial ob- 
server, appreciated the courtesy and businesslike relations 
he consistently experienced with the Soviets; but Littlepage 
the man was deeply shocked when his friend and untiring 
co-operator, Professor Serebrowsky, suddenly “disappeared.” 
Returning to America because of troubled political condi- 
tions, he wrote his remarkable narrative with Demaree Bess, 
at the end of which he cites Serebrowsky’s patriotic feelings 
and unique efficiency and his own belief that an innocent man 
was lost in the general purge of the political adversaries of 
Stalin. In spite of this, however, his account has led many 
Americans to want to do business with Russia. 

It is ironic to reflect that at first, by Treasury decree, 
Soviet gold could not be admitted to the United States even 
as direct payment to American firms. Later, with increasing 


4The United States and The Soviet Union (New York: Committee on 
Russian and American Relations of the American Foundation, 1933). 
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unofficial approval and with official recognition of Russia, 
America was willing to admit gold bullion bearing the Rus- 
sian impress; but Stalin, as a political move, had restricted 
production because South African and American gold was 
glutting the world gold market when it was already convulsed 
by the depression. 

Since most of the gold produced by Russia, now second 
only ‘to the British Commonwealth in this field, has been 
stored since the middle thirties, it is impossible to estimate 
the reserve piled up by the industrious Soviets against a 
rainy day. But when recently the U.S.S.R. offered a more 
than billion-dollar gold participation in Secretary Morgen- 
thau’s stabilization fund, few Americans realized that it was 
a great American engineer who unearthed the gold treasure 
of Soviet Russia and thereby helped to make our mutual 
friendship and security gilt-edged. 


6 THE ELECTRICAL POWER GIANTS 


“When time puts the events of the past quar- 
ter-century into historical perspective, 
then the tremendous achievements of the 
Russian people and their unbelievable 
stamina in the defense of their country 
will stand out as one of the greatest—if not 
the greatest—epics of mankind. 
—CLARK A. MINOR 


When I visited Mr. Clark Minor, president of the Inter- 
national General Electric Company, in the impressive Gen- 
eral Electric skyscraper in New York, he was full of praise 
for the magnificent courage shown by the Russians in rolling 
back the Nazi armies in the winter of 1943-44. “... We are 
fortunate to have them as our allies in the titanic struggle 
for human freedom and advancement.” 

Asked for data concerning his experience and that of 
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his company in dealing with the Soviets, he responded 
obligingly: 


There is a continuous, uninterrupted record of close technical 
collaboration and harmonious commercial association of General 
Electric with the Soviet Union dating back to 1927. 

...Electricity is the key to Russia’s progress. To this, General 
Electric has made its contribution. American manufacturing and 
engineering, joined with the indomitable spirit and the particular 
genius of the new Russia, have made this modern miracle come 
to pass. It was a vast endeavor, and it is an inspiring accom- 
plishment. Its value in the outcome of the common struggle is 
beyond estimate. The Russians are a brave and energetic people. 

Real business with Russia started in 1928. We disregarded 
the two-million dollar tsarist debts and never regretted having 
forgotten them. Indirectly we recovered the claim amply. We 
went on the theory that if a person wants credit, he must take 
certain risks, especially if a great area like Russia had to be indus- 
trialized. Walther Rathenau, former head of the German All- 
gemeine Elektrisitaets-Gesellschaft, whom I knew personally, had 
followed the same principle. 


On that basis we granted the U.S.S.R. a credit of twenty-five 
million dollars in 1928 to be used for purchasing of material at 
the rate of five million annually, payments being spread over a 
five-year period. They gave us notes which were the direct obliga- 
tion of the Soviet government, endorsed by the Russian State 
Bank. 

Our ‘experience of performance under that agreement was emi- 
nently satisfactory. All acceptances were promptly paid on the 
due days. 

At about the same time we entered into a contract to give them 
technical information against a payment of a substantial annual 
fee for services. The contract was to be for a period of ten years, 
but included a provision for cancelation. In 1933, because of 
economic conditions in the Soviet Union, they took advantage of 
this right of cancelation and paid in full all their obligations in 
connection therewith. 


1In the Treaty of Rapallo. See chapter entitled “The Debt Ghost That 
Haunted a Generation.” 
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Since that date we have continued to have commercial dealings 
with the Soviet Union and in every instance they have been me- 
ticulously correct in handling their relations with us and in the 
prompt payment for all goods delivered. 


We have seen that the power plant of the Dnieper Dam 
was supplied by General Electric (the water wheels were 
manufactured by Newport News).” The original hydroelec- 
tric units, at the time the largest ever installed in the world, 
have only recently been exceeded in size by the installation 
at Boulder Dam. In subsequent years, four more 77,500 kva 
generators were added to the initial five. These were built 
by the Electrosila factory in Leningrad, two partly of Amer- 
ican, the others completely, of Soviet material. Of the four 
units constructed by the Soviets Mr. Minor says frankly, 
“They were just as well built as our own.” ® 

In May, 1929, on behalf of their State Electrotechnical 
Trust, the Soviet authorities ratified for a period of ten 
years, the technical assistance contract that Mr. Saul Bron, 
chairman of the board of directors of the Amtorg Trading 
Corporation, had concluded with Mr. H. H. Dewey, vice- 
president of International General Electric. The imposing 
list of electrical works and giant units built by General Elec- 
tric shows that the Dnieper installations represent only a 
small fraction of the company’s service in building up Soviet 
productive power. The record, in fact, shows a continuous 
unbroken chain of close technical collaboration. Only a digest 
can be given of the electrification of Soviet industry and 
transportation. However, with one outstanding firm as an 
example, we can see how technical assistance was extended 
from a great and highly industrialized country to another 

2G. E. also built all 161,000 volt outdoor equipment, including trans- 
formers, impedors, oil circuit breakers, disconnecting switches, lightning 
arresters, and the various accessory equipment—in short, all electrical equip- 
ment at Dnieproges carried the nameplate “General Electric.” 

$ The units were designed by G. E. to duplicate the original five. Twenty- 
five G. E. erection engineers supervised the installation. In recognition of 


their outstanding services, the Soviet Union awarded the Order of the Red 
Banner to the chief erection engineer and an associate. 


Google 


AMERICANS WHO PIONEERED WITH THE SOVIETS 4] 


great country for its industrial emancipation—how major 
works in Soviet planned economy have been supplied by 
American free private enterprise: a significant paradox. In 
the Dnieper Dam we have seen in detail the development of 
a single great project. The following outline suggests the 
importance and scope of electrification projects throughout 
the country: 


Sources of Power 

1927-1928: First complete American 110,000-volt outdoor sub- 
station in the U.S.S.R. supplied by G. E. for the Leningrad 
electric power supply system. 

1930: In line with the Russian policy of education, complete 
electrical equipment delivered for the testing laboratory 
of Leningrad Electrical Institute, and for study of high- 
voltage electrical phenomena. Equipment also supplied for 
calculation of system short circuits and study of relaying 
problems. 

1930-1931: In these years of rapid construction of electrical 
power systems, high-voltage apparatus delivered for many 
of the principal systems: * first power system in the Urals, 
centered at Cheliabinsk; Stalingrad Regional Power Station 
and substation for the tractor works and other factories in 
the Stalgres system; Nigres Power Station in the Gorki re- 
gion; and Mosenergo in Moscow district also set up and 
equipped. Because of the size of the machinery (Mosenergo 
being served by the largest steam turbine generator then 
designed), equipment had to be transported from the United 
States completely disassembled and actually built and tested 
at the site of installation. 

1932 to war period: During the busy years of the second and 
third Five-Year Plans, numerous high-voltage power trans- 
formers supplied. Based on designs for the Boulder Dam 
system, four 220,000-volt, impulse-type oil circuit breakers 

4 Those interested in technical details may study the General Electric 

Company's publications on the subject (Monogram, loc. cit.). The Soviet 

Union leads the world in mechanized handling, processing and use of peat as 

a fuel for the boilers of power stations. For the large-scale production of this 


fuel by the Hydro-peat method, special portable electric motor-driven 
hydraulic pumps are required. 
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built for the Soviets, with rated interrupting capacity of 
4,000,000 kva, a figure unexceeded even today. 

In the far-sighted development of the trans-Ural region, 
orders were placed for great quantities of the most modern 
and efficient steam turbine generators, some employing hy- 
drogen generator cooling. Others for transformers, metal-clad 
switchgear, and other equipment, were placed in time for 
delivery to meet the exigencies of war. Included were many 
portable steam turbine electric power stations mounted on 
railway cars, and designed to operate as self-contained units. 
For somewhat similar purposes, diesel-driven generators and 
special switchgear equipment mounted on railway cars were 
furnished in large numbers. 


Mining, Excavations, etc. 


Oil: 


Great effort was directed toward development of rich oil, 
coal, and iron resources of the Soviet Union. New oil wells 
were drilled, pipe lines built, refineries erected, mining ex- 
panded, coal seams exploited, etc. This development was also 
aided in its progress by electrical power. 

During the early period of industrial growth (in 1927 and 
following years) large quantities of G. E. products began 
to furnish power for drilling wells and pumping oil in the 
rich fields of Baku and Grozny. During the war emergency, 
when production had to be stepped up greatly, complete elec- 
trical equipment, including steam turbine generators to sup- 
ply power, was furnished for a number of oil refineries. 


Coal: Special G. E. motors, unique in design, drove coal cutters 


deep into the rich seams of the Ukraine. 


Gold: In 1929, when Littlepage’s travels brought about gold min- 


ing operations on the Lena River in Siberia on a large scale, 
complete electrical equipment was furnished for two of the 
largest floating gold dredges. 


Canals and waterways: Large numbers of excavating machines, 


shovels, and dredges were employed (also for surface and 
strip mining operations). Special motors, motor-generator 
sets, and control equipment for these applications were sup- 
plied by G. E. 

An American-built hydraulic pumping dredge of excep- 
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tional size was used on the Volga River for building the 
dam for Kuibyshev hydroelectric station. G. E. furnished the 
4,000 hp. pump motors, special control equipment, and ar- 
mored waterproof 6,000-volt dredge cables which connect the 
dredge with the power line at the river shore. 


Industry—Mills, Factories 
Motors and controls of special types were furnished for 
driving rubber mills, flour mills, and machine tools. 

Paper: With the rapid rise of literacy, as schools were built and 
adults thronged to day and night classes, came the need for 
more paper. The Soviets have never been able to furnish 
enough newspapers for their people. The advance was begun 
in 1931 with the large paper-producing combine built near 
Balakhna in the Gorki region. Two large paper machines 
were installed; the larger, with a bed width of 234 in., was 
at the time the highest-speed American sectional-drive paper 
machine in the world, capable of delivering finished paper at 
1200 ft. per minute. The complete electrical equipment, with 
extremely sensitive and accurate control, was furnished by 
G. E., whose engineers supervised installation and initial 
operation. 

Automobiles, tractors, etc.: For the great agricultural tractor 
factories at Stalingrad, Kharkov, and Cheliabinsk (making 
tractors for collective farms), hundreds of all types of mod- 
ern high-speed American machine tools were equipped with 
electric motors and controls, such as the numerous electric 
dynamometers for testing tractor engines, etc. 

For the mass-production automobile and truck plants of 
Moscow and Gorki, hundreds of motors were supplied; also 
controls for high-speed and special machine tools, and espe- 
cially designed electric apparatus to aid in mass production 
of vital parts. 

For testing the powerful Zis high-speed gasoline engines, 
appropriate cradle-type direct-current dynamometers were 
built (both for factory production and for product control 
laboratory use), capable of testing engines running at 6000 
rpm. At time of construction these were the highest-speed 
large dynamometers in existence. For mass production of 
drive shafts and rear-axle housings, special high-speed arc- 
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welding machines were designed and built to suit exact re- 
quirements set down by the Soviet Engineering Commission. 
Soviet aviation, automobile, agricultural machinery, railway 
equipment, and other industries employ automatic electric 
welding on a very wide scale. 


Aluminum: The first American-built aluminum rolling mill of 


special type in the Soviet Union was completely powered 
and controlled by G. E. apparatus. 

Later, in 1936-1937, an aluminum rolling mill plant of ex- 
ceptional size was built at Stupino, near Moscow. G. E. 
designed, built, and furnished special electric furnaces for 
aluminum ingot heating, aluminum coil annealing; also spe- 
cial heating elements and accessories for hardening large-size 
finished aluminum sheets in salt baths. 

To meet urgent needs for large quantities of aluminum sheets 
in recent years, the U.S.S.R. established a new aluminum 
plant, fully equipped with the most modern American ma- 
chinery, again with G. E. heating control equipment. 


Steel: In 1931-1932 the U.S.S.R. began to produce large quanti- 


ties of much-needed steel; G. E. engineering, experience, and 
machinery were involved in both Magnitogorsk and Kuznetsk, 
foremost names in the field. G. E. 7,000 hp. motors drive the 
blooming mills; operation is guided by electric motors. 
American engineers supervised complete electrical layout de- 
sign work for Magnitogorsk steel mill. Many Soviet elec- 
trical engineers thus obtained firsthand knowledge of G. E. 
engineering methods in the rolling mill industry. 

Much equipment and machinery were also furnished for the 
steel industry in other parts of the Union. Outstanding are 
blast furnace turbo-blowers at Azovstal, Zaporozhstal, Al- 
chevsk, and at the Tomsky and Dzerjhinsky steel mills in 
Dombas. Soviet engineers, realizing the convenience and 
simplicity of electric methods, and unhampered by tradition 
or expense, called for electric furnaces for annealing, hard- 
ening, and normalizing finished steel products. 

Numerous special furnaces were also furnished for treating 
aluminum, as well as high-temperature conveyor furnaces for 
copper brazing. 
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Technical Assistance 
Aside from designing, making, and installing equipment, G. 
E. agreed to train Soviet engineers to run the plants and 
develop new projects. This was covered by a long-term Tech- 
nical Assistance Contract (1930). 
We have seen earlier that G. E. guided the Electrosila fac- 
tory in building generators for Dnieproges. Generators were 
also designed and built by Electrosila for the Svirstroy hydro- 
electric station north of Leningrad. Latest G. E. methods 
were employed (50,000-kw. 3,000-r.p.m. generators, to be 
driven by steam turbines). 
Electrozavod factory engineers, in collaboration with G. E. 
specialists, designed and built a number of 22,000-volt trans- 
formers for the Svirstroy system, and the Electroapparat fac- 
tory supplied it with G. E.-type 220,000-volt oil circuit 
breakers with a rated interrupting capacity of 2,500,000 kva. 
With the 1930 contract, vast amounts of technical designing 
and manufacturing information began to flow from G. E. 
engineering departments and factories into the Soviet elec- 
trical industry. V.E.O., as the latter was then called, estab- 
lished an engineering office at the G. E. works in Schenectady. 
G. E., in turn, opened an engineering office in Moscow and 
specialists and technicians worked in factories there and in 
Leningrad. The urgent need was for production of large 
modern steam turbine generators. V.E.O. undertook to build 
the Khemz turbine works in Kharkov, and G. E., in co- 
operation with Soviet engineers, prepared the complete archi- 
tectural and engineering design in Schenectady. G. E. factory 
specialists and production engineers went to Kharkov as 
members of a commission to plan the equipment of the plant 
in detail and to recommend manufacturing apparatus and 
tools to be purchased. 


Trans portation 

Railways: Even in early years, because of its vast distances the 
Soviet Union devoted much study to the problems of railway 
electrification. In 1928-1929 Soviet engineering commissions 
visited in Europe, the United States, and Mexico to observe 
the leading railway electrifications then in existence. 
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In 1929 they decided to electrify the mountainous heavy- 
grade Suram Pass section of the Trans-Caucasian Railway 
between Tiflis and Batum because of its great importance as 
a carrier of oil and oil products.from Baku. It would then 
serve as a model for future railway electrifications. 

After careful investigation, G. E. was chosen to design and 
furnish the first eight main-line electric locomotives. When 
Soviet electrical industries later decided to build main-line 
electric railway locomotives, they were successfully made by 
the Dynamo factory in Moscow. Electric locomotives were 
completely patterned after the G. E. prototype and manu- 
factured fully in accordance with it. In 1933 Soviet-built, 
G. E.-designed, Suram-type electric locomotives began to 
haul heavy trains not only on the Suram Pass but on a second 
main-line railway in the Ural Mountains. 

In the field of industrial railway electrification, G. E. fur- 
nished a number of coke-quenching and other special locomo- 
tives. In 1938 fifteen special 35-ton industrial locomotives 
were supplied for operation on a 1-meter-gauge track with 
specially designed current-collecting devices. 

Great popular interest developed in the Soviet Union for 
electric locomotives and railway electrification. Young engi- 
neering students frequently visited the dynamo factory to 
see the powerful locomotives being produced and had oppor- 
tunity to ride in the engineer’s cab during test runs. Even 
children were fascinated by railway electrification. A Railway 
Employees’ Club in Moscow installed a model electric railway 
on which miniature locomotives, exact replicas of the Suram 
engines, hauled miniature trains. 


In spite of these tremendous strides, (says the General 
Electric statement), railway electrification in the Soviet 
Union has not yet reached its full swing and the field for fur- 
ther progress is unlimited. 

The General Electric equipment has reached, in one form 
or another, nearly every new industry in Russia; while elec- 
tric locomotives, generators, transformers, circuit breakers, 
and a variety of other electrical apparatus built in the Soviet 
Union reflect the knowledge gained by Soviet engineers and 
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designers studying in America or working with Americans in 
Russia. New designs for equipment are protected by a pact 
for the mutual exchange of patents. 

In studying Soviet-American technical co-operation on the 
General Electric pattern we realize more clearly than ever 
how much the very new Soviet Union was able to profit by 
the accumulated experience of the old New World. Still one 
marvels at the speed of the industrial development of Russia, 
spurred by the vision and energy of Lenin and Stalin and 
further accelerated by the emergency of war. 

The General Electric engineer says of Russia’s future: 


Russia is a country of truly great accomplishments. Her posi- 
tioh in the world of tomorrow will be that of a great and powerful 
people seeking even greater heights of accomplishment. 

General Electric is proud that its products, its research, engi- 
neering and manufacturing facilities, and its friendly technical 
collaboration ...aided in the initial years of Russia’s advance. 
Today the Company ...looks forward to the next period of co- 
operative effort in the peaceful postwar years.... 


7. ARCHITECT FOR RUSSIAN INDUSTRY 


To ask this organization for an expression 
on the theme “We Can Do Business with 
Russia” comes as something of an anti-cli- 
max. It is a matter of record that this 
organization kas done business with the 
Soviet Government as long as fifteen years 
ago, and there was in that commission the 
same stable and businesslike relationship 
which an industrial architectural and en- 
gineering firm expects of every contractual 
agreement, 
—LOUIS KAHN 


The Detroit firm whose guiding genius was the late Albert 
Kahn, has left a deep imprint on American industry, utilities, 
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housing and construction in general, and has won 4 world- 
wide reputation. The vast pioneering work the firm did in 
the Soviet Union has earned the spontaneous praise of great 
American engineers like Cooper and the gratitude and ad- 
miration of the Russian people. It has created lasting monu- 
ments to American architectural art and engineering ability 
all over the U.S.S.R. 

Let Louis Kahn tell the story of their amicable and helpful 
relations with Russia: 


Representatives of the Soviet Government approached us early 
in 1929 with a proposal that we help them industrialize their vast 
potential manufacturing resources. We felt at that time, and we 
feel today, that industrialization of other countries would help.the 
world generally, just as it has raised the standards in America. In 
this attitude we were encouraged by many enlightened business 
leaders whose co-operation in training Russians in the techniques 
of mass production was essential to the success of the over-all 
enterprise. i 

Accordingly, we took the commission and handled it just as we 
would any other large project. . .. In addition to designing a num- 
ber of projects in our Detroit offices, we dispatched to Russia a 
segment of our organization competent within itself to handle all 
general phases of construction design and structural engineering. 
As specialized problems arose, other men went overseas to supple- 
ment the original group. 

Major projects included the Stalingrad Tractor Plant around 
which the city grew, the Cheliabinsk Tractor Plant in the Ural 
Mountains, a truck plant known as “Autostroy” in Moscow, a 
structural steel fabricating plant at Nizhnii Tagil near Upper 
Solda in the Ural Mountains, and numerous others. 

We were commissioned to head Soviet engineering organizations 
at Moscow, Leningrad, Kiev, Kharkov, Sverdlovsk, and in other 
locations. 

Our program entailed the design and construction of some 570 
plants, the equipping of those plants, and supervisory training 
of Russians to design and build them. 

What those plants have meant to the democracies in turning 
back Hitler’s hordes is a story only the postwar world will hear. 
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Those plants were built to the same exacting standards and were 
equipped with the same fine precision machinery as our own auto- 
mobile manufacturing facilities, and were as quickly and as easily 
convertible to production of war weapons. 

In all our dealings with the Soviet Government, we found them 
faithful to every agreement. However large or small the contract, 
they paid their bills when due. They exhibited a faith in thé 
honesty and ability of Americans which should put us on our 
guard to make sure in all our dealings with them that our own 
skirts are completely clean. Seldom has the Albert Kahn organ- 
ization had a more pleasant or finer contractual relationship than 
with the Soviet Government. 

If any question of business dealings with Russia arises, and if 
any doubter comes to us, he will be told out of our personal 
experience that “We have done business with Russia, and we can 
do business with Russia.” 


8. AUTOMOBILES 


All that matters with this world is injustice. 
Establish justice and everything will be all 
right. 

—HENRY FORD TO ALLEN L. BENSON ? 


When the Soviet Government decided to build an automo- 
bile factory, it instructed its American business subsidiary, 
the Amtorg Trading Corporation, to draw up a contract with 
that grand old man of mass production, Henry Ford. The 
signing of such a contract was jubilantly announced in July, 
1929, by Saul G. Bron, then chairman of Amtorg, and 
Valery I. Mezhlauk, who had made a very fine personal im- 
pression on Mr. Ford. We condense from Mr. Mezhlauk’s 
report: 

The contract was the result of a recent decision of the Soviet 


Government to build a factory to produce 100,000 cars per an- 
num. The types of cars turned out would be the Ford passenger 


1J. N. Leonard, The Tragedy of Henry Ford (New York: G. P. Put- 
nam’s Sons, 1932). 


Google 
O 


52 WE CAN DO BUSINESS WITH RUSSIA 


car and the truck Model A, plans and technical data for or- 
ganizing the factory and carrying on production being supplied 
by the Ford Motor Company. Improvements introduced into 
Ford cars during the life of the contract to be incorporated in the 
U.S.S.R. products, and innovations and improvements either of 
design or production process evolved by Soviet engineers to be 
put at the disposal of the Ford Company.... Contract to run for 
nine years, with technical co-operation between the Ford Com- 
pany and the Soviet Automobile Trust for five years after com- 
pletion of the factory. The latter to operate at full capacity within 
four years; to be located at Nizhnii Novgorod on the Volga 
River, and to produce more trucks than passenger cars. Soviet 
demand for cars before completion of the plant to be supplied 
chiefly by imports from abroad, in particular, during the four 
years of construction, about thirty million dollars’ worth of cars 
and parts from the Ford Company. 

Insufficiency of transportation [the report continued] had been 
one of the greatest handicaps to the growth of industry in Russia. 
The Soviet Union, with its rapidly growing industries, possessed 
only twenty thousand cars. However, the problem was receiving 
serious attention and a hundred and fifty million dollars had been 
appropriated that year for road construction. Even with the pro- 
duction of the new plant and contemplated imports, the supply 
of cars would fall far short of the demand... for instance, to 
serve adequately the forty thousand tractors in operation in the 
country would require 200,000 cars alone. 

Mr. Ford...had afforded the maximum of co-operation and 
evinced great interest in Soviet industrial development, particu- 
larly in the application of automotive power to large-scale farm- 
ing. The new automobile plant was part of the general Soviet 
program for many new industries. Leading American manufactur- 
ing and engineering firms would participate in this development 
through technical assistance agreements and extensive use of 
American industrial equipment.” 


The Ford contract was carried out, although fewer pas- 
senger automobiles and more trucks were produced, in face 
of the onrushing threat of war. What Ford has done for the 


2 Economic Review of the Soviet Union (published by Amtorg Trading 
Corp.), IV (1929), No. 12-13, pp. 230-231. 
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motorization of large-scale farming can be only generally 
estimated from figures given by outsiders such as Davies, 
who quotes an increase of tractors from 26,000 in 1928 to 
477,000 in 1936, and notes that the automobile industry, 
still experimenting with the conveyor system, nevertheless 
turned out over 200,000 cars in 1937. 

Unfortunately the Ford Company considers figures and 
details on its business relations with the Soviets “confidential 
and not subject to publication.” It tells nothing; therefore 
it is impossible to judge how great the Ford contribution has 
been. It is likely that what Ford gave Russia was greater 
than the material profit to his company. The commonly esti- 
mated profits are of thirty to forty million dollars over the 
nine-year period, but the Ford executives have said that they 
consider these figures “entirely out of line.” They do not 
authorize publication of the personal experiences of any of 
the men they sent to Russia. Nor is there as yet any comment 
from Henry Ford in answer to a request for “constructive 
suggestions as to future business possibilities between these 
two countries.” 

This is especially unfortunate because it was Henry Ford 
who, twenty years ago, encouraged timorous American busi- 
nessmen by his prediction that it would take Russia many 
generations to catch up with the needs of her own vast popu- 
lation, and that she could not be a fearsome competitor of 
the United States for world trade.? However, we do have a 
remark made by a fellow industrialist. The Ford Company 
was assisted by the Austin Company of Cleveland in design- 
ing and constructing the plant to produce Ford cars at 
Nizhnii Novgorod.* In May, 1931, W. T. Austin, president 
of the company, reported his experiences of construction 
work for the Soviets to a group of American bankers. His 
theme was “What about Russian Credit?” His answer: 


3 Lawrence H. Singer in the Philadelphia Inquirer, May 21, 1944. 

4The Electric Auto-Lite Company should also be mentioned here as one 
of the chief technical assistants in the production of electrical equipment 
for automobiles and tractors in the U.S.S.R. 
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I believe that Russia is a good credit risk for at least three 
years, and I do not mean that they are not a good credit risk 
after that. The present government is strongly entrenched. 

We have found them good dealers. If you are going to do busi- 
ness with them, you have to remember that they are trying to 
make the very best bargains they possibly can. They have no 
money to spare, let alone any to waste, and they are trying just 
as hard as they possibly can to make their money go as far as they 
can. But with the government in power and following the practices 
that they are, we believe they will stand for more than three years, 
and that Russia will come through. 


Mr. Austin was right: Russia was a good credit risk, and 
is still so considered. The government of which he spoke has 
lasted fourteen years from the time of his prediction, instead 
of three, and having resisted and survived the greatest battle 
campaign and slaughter (within equal time) of any recorded 
century in the history of man, is still “strongly entrenched.” 
Russia came through. 


9. CRASH IN THE WEST AND RUSH IN THE EAST 


A rational distribution of industry ... from 
the point of view of proximity of raw ma- 
terials... . 

—LENIN 


The Dnieper Dam was only a beginning. Soon after its 
completion, the Russians and their American associates were 
conquering other sources of energy. With the technical aid 
of American engineers, new power, light, industrial, mining, 
and other productive enterprises were set up, as we have 
seen, all over the Union. 

It seems a strange coincidence that 1929, year of the great 
crash—a year that began a long depression for America and 
the capitalistic world—was the year when most of the fifteen 
hundred American specialists were in, or en route to, their 
jobs in Russia. 
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The July, 1929, issue of the Economic Review of the Soviet 
Union lists technical assistance contracts concluded by 
Soviet organizations with American firms and individuals 
such as: 


Stuart, James and Cooke—Consulting engineers for the Donugol 
Coal Trust, the Moscow Coal Trust and the Kizel Coal 
Trust; making plans for the opening of new mines, rebuild- 
ing old mines and installation of modern equipment. 

Freyn Engineering Company—Consulting engineers on the de- 
signing of steel mills to be constructed in various parts of the 
country. Will co-operate with the State Metal Works Plan- 
ning Institute (Gipromez) in designing over a score of metal- 
lurgical plants to cost about $1,000,000,0c00. Fifteen engineers 
of the Freyn Company left for the Soviet Union recently. 

Radio Corporation of America—Exchange of patents and technical 
information with the Soviet Weak Current Trust; technical 
assistance in the manufacture of radio apparatus in the 
U.S.S.R.; regular annual conferences of engineers of both 
organizations. 

Nitrogen Engineering Company—Technical assistance in construc- 
tion and operating a $10,000,000 ammonia fertilizer factory. 

du Pont de Nemours and Company—Technical assistance in 
erecting fertilizer factories in the U.S.S.R. 

Longacre Engineering and Construction Company—Technical as- 
sistance and supervision of construction of apartment houses 
and public buildings in Moscow; cost of buildings to be 
constructed over a period of five years, $25,000,000; twenty 
engineers, building superintendents, etc., recently left for 
Moscow. 

Arthur P. Davis and others—Consulting engineers on the irriga- 
tion projects of the Sredazvodkhoz (Central Asiatic Water 
Economy) in Soviet Central Asia. 

The McCormick Company—Designing of the largest Soviet bak- 
ing plant in Moscow. 

Albert Kahn, Inc—Designing of buildings for the Stalingrad 
Tractor factory, to produce 40,000 tractors per year. 

Harry D. Gibbs—Technical Co-operation in Soviet aniline in- 
dustry. 
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Taft-Peirce Co.—Technical assistance in construction of sewing 
machine factory. 

Frank Chase Co.—Technical assistance in reorganization of a 
large foundry. 

Archer E. Wheeler—Consulting engineer in Soviet copper industry. 

C. F. Seabrook Co.—Technical advisors on roadbuilding in the 
Moscow province. 

Foster-Wheeler Corp.—Technical assistance in the Soviet oil 
refining industry. 


Other firms and individuals with Russian contracts were: * 


Dwight P. Robinson & Co—Construction of a number of large 
central electrical stations in various parts of European- 
Russia. 

General Electric Co—Electrical machinery, use of patents, ex- 
change of engineers and supervision. Keys in with D. P. 
Robinson Co. contract. 

Ford Motor Co.—Automobiles and construction of Nizhni factory 
and technical aid. 

Brandt Auto-Trucks—To reorganize AMO plant to 25,000-truck 
annual production. 

Roberts & Schaefer—Donets coal mines, using Soviet equipment 
but American experts to yield 3,500,000 tons annually. 
Lockwood Greene Co.—Reorganization and reconstruction of new 

mills. 

Hercules Motor Co.—Motors for Yaroslav] truck plant. 


In addition, we may note certain individuals whose tech- 
nical or scientific skill has helped to build the new Russia: 


H. J. Muller. In the early 1920’s helped to found Soviet agricul- 
tural research by importing the vinegar fly. 

Ethel Ely Pattison. Brought the first grapefruit trees to Russia. 

Walter Arnold Rukeyser. Assisted in building the new asbestos 
mining and processing plant after advanced Canadian tech- 
nique. 

Chester S. Allen, now vice-president of Lockwood Greene Engi- 
neers, Inc. Assisted in the mastery of mass production 
methods in the new air-conditioned reinforced concrete mills. 


1 List supplied by the Borden Company, as of August 21, 1929. 
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Charles R. Crane, Chicago manufacturer. Made twenty-six trips 
to Russia before and after the Revolution. 

Leon S. Moisseiff, Latvian-born American engineer and consulting 
engineer on the George Washington Bridge. Assisted the 
Soviet Commissariat of Transportation. 

Jobn Calder, Detroit contractor. Aided in the development of 
Soviet automotive plants. 

Harold Ware. Brought the first tractors to Russia. 

Frank E. Dickie. Helped to establish the Russian aluminum in- 
dustry. 

Alcan Hirsch. Work in the new Soviet chemical industry.? 


During those years (1928-1937) of the first Five-Year 
Plan, Soviet Russia became industrialized largely according 
to schedule. Many of the plants constructed with American 
advice could be efficiently run by the Russians they had 
trained; in short, the engineers had deliberately put them- 
selves out of work. Charles Stuart placed his experts so that 
they became a key group, 


.. - to which should be assigned the necessary number of Russian 
technicians and practical mining men to expedite their work, and 
to quickly grasp the ideas and management policies which they 
bring to you, in order that your industry may as rapidly as pos- 
sible become self-contained and independent of the need of foreign 
assistance: 

...When Russia engages a qualified American mining engi- 
neer, they are in reality paying him to keep them from spending 
money on foolish mistakes made in America years ago, while the 
American engineer was learning to be practical. 


Thus, in 1932 and 1933, it was time for Stuart’s men to 
go home. There were other reasons, however, for a general 
exodus of American engineers from Russia about this time. 
The McKee Company found the Russians anxious to cancel 
the part of their original contract calling for American 

2His work is described in his own book, Industrialized Russia, and is 
mentioned in Andrew J. Steiger’s American Engineers in the Soviet Union 


(New York: Russian Economic Institute, 1944). Steiger himself spent 
some years in Russia. 
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operation of the Magnitogorsk Steel Plant. This was because 
it had become necessary to conserve expenditures in foreign 
exchange, a circumstance “created apparently by the Japa- 
nese invasion of Manchuria.” Furthermore, the depression 
prevailing in other countries had its inevitable effect. The 
Russians, who could acquire gold easily saw its value drop- 
ping steadily despite American efforts to peg the price. They 
had little foreign credit and so found it increasingly difficult 
to finance enterprises involving those outside their socialist 
economy. 

Similar was the departure of the MacDonald Engineering 
Company of Chicago, which had designed and supervised the 
construction of cement plants, flour mills, and grain ele- 
vators. The company had established its engineers with their 
families at Moscow and opened an office there. Construction 
activities extended over various parts of European Russia 
and even into Siberia. The contract was to run for three 
years but was mutually terminated at the end of eighteen 
months. “The reason for this was that the world-wide de- 
pression also descended on Russia and reduced her ability 
to obtain foreign exchange for payments abroad.” 

Thus the depression, the threat of war and the successful 
completion of projects brought American engineers back 
from this land bursting with energy, where thousands of 
projects begged for workers, to capitalist America, where 
mines were for the moment silent, factories and mills shut 
down, and the people grim-faced and fearful. It was a vicious 
circle in which fear caused the restrictions on foreign com- 
merce that in turn meant greater paralysis all over the world. 
Undoubtedly these professionals were glad to be home, after 
absences of one to four years, but they were agreed that 
Russia was an important country, a country to watch, and 
a country whose friendship America needed. 

Economists now clamored for Soviet recognition in order 
to win Russian sales to supplement the drugged and surfeited 
American markets. And the liberals, triumphant over the 
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election of Roosevelt, were also urging recognition of this 
social experiment which had already survived through sixteen 
years. But it is interesting to note that American recognition 
of the Russian government came in‘ the year following the 
return of these engineers and businessmen who had actually 
done business with Russia. 

Since then their Russian pupils have moved steadily 
forward. During the war the newspaper Izvestia proudly 
reported that “the whole country shared the joy” of the 
workers of Magnitogorsk upon completion of the sixth blast 
furnace and the beginning of the seventh—‘for Magnito- 
gorsk symbolizes the expanding industrial power of the 
Soviet Union.” This achievement during a bitter war period 
is the handiwork of old, experienced workers, who built the 
workshops and served as organizers and administrators. 
About two-thirds of the five thousand builders, however, 
were very young people, the “‘tireless Soviet youth.” 

Before the first World War the Donbas region produced 
about 75 per cent of Russia’s pig iron. But when Hitler 
invaded the Donbas, the Urals-Magnitogorsk-Kuznetsk 
Combine had already overbalanced Donbas production; out- 
put in steel had risen from fifteen to twenty million tons 
per year. Metal, coal, oil, and mineral salts are now being 
produced with breathtaking speed. Ural steel production 
was assisted by the smelting factory of Novo-Tagilsky in 
the north and the Baikal and Khalibov works in the south. 
Cheliabinsk has built another steel mill. A metal base has 
been developed on the Amur River; Moscow uses its own 
coal, peat, coke, pyrites, and metal scrap. Copper is gained 
from Kazakstan (Pribalkhashskey Combine) in the Urals, 
which is rapidly becoming the center of the largest copper 
industry in the world. Aluminum, magnesium, and nickel 
works are in operation. Chromium, cobalt, corundum, sul- 
phur, pyrites, mobium, vanadium, and bryllium have ap- 
peared. A huge chemical industry produces anilin dyes, 
plastics, artificial fibre, apatite, ammonia, soda, coal, potas- 
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sium, limestone, salt phosphorites, glauber salt, synthetic 
rubber. There is hardly a raw material or product that is 
not being produced or found in the U.S.S.R. 

To facilitate the manufacture of agricultural equipment 
and tools, machinery was moved eastward to the predomi- 
nantly agricultural regions of middle Russia and Siberia. 
This intelligent arrangement has resulted in a tremendous 
increase in production. Saratov has its combine factories; 
Kuibyshev is growing into the largest power station in the 
world. 

Hydroelectric stations in Kazakstan in Armenia, and in 
the far north on the shores of the Arctic Sea send power 
pulsing throughout the entire length and breadth of the 
Soviet country. Moscow’s noted ball-bearing factory has 
adopted Swedish, American, and other foreign techniques. 
Mechanical trenchers and harvesting combines for grain and 
flax are in mass production, partly modeled on American 
ones, but also provided with new and very original Russian 
techniques. Textile machinery, first imported from Britain 
and America, is now developed with great speed in Russia. 

Yet with all her potentialities and progress, Russia would 
never have been able to stop Hitler before Moscow, Lenin- 
grad, and at Stalingrad, if she had not been well instructed 
in Western—especially American—techniques. Without the 
steel mills, blast furnaces, and hydroelectric power dams; 
without the automobile, tractor, harvester, paper, textile, and 
chemical works, the Soviets would never have been able to 
build up their gigantic war machinery. Without the hydraulic 
presses of maximum power delivered by the Baldwin Loco- 
motive Works, they would not have been able to mass-pro- 
duce planes and tanks of such excellence. Without American 
jeeps and planes they would not have had the mobility and 
aggressive vigor to drive the Nazis back. An impressive chain 
of instruction, technical aid, financial and material assist- 
ance, and Lend-Lease binds Russia to the United States 
forever. 
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After the war, Russia must replace or reconstruct much 
of her machinery for she has had to use it to capacity 
without thought of preservation. Again Russia will need 
us, and in that moment we can well afford to remember in 
turn the words of Hewlett Johnson, Dean of Canterbury, 
“Never too strongly can we urge that it is Russia’s moral, 
scientific, and common-sense programme which has been the 
means today of her—and our—salvation.” 
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Wa: THE advent of catastrophe and war, all relationships 
in the international family at once became more dynamic. 
Where formerly we hesitated and retired into official red 
tape, on short notice we now fly to confer at the uttermost 
corners of the earth. The world is smaller. At the rate things 
are going, in the postwar era none of us will be much more 
than an overnight stop from each other. And the peoples as 
well as the countries are closer. American fliers are landing 
in Russia; Dutch troops are training in Texas; Polish, Nor- 
wegian, Danish, French, Belgian, Greek, and other groups 
have been living in England; Englishmen in turn are living 
and helping resistance in a dozen or more countries—the 
tale could be multiplied a thousandfold. Basic English and 
basic forms of other languages learned in a few weeks are 
also breaking down barriers. Even after the war we shall all 
know each other much more intimately than ever before. 

If we attempt to determine the future relations of Soviet 
Russia with other nations, it becomes apparent that it is 
inextricably bound up with her consistent foreign policy 
over the last twenty years. In the history of her inter-war 
peace efforts and appeasements we will, perhaps, find a key 
to future policy. In any case, it will not be out of place to 
review in some detail the sequence of events that was to cost 


Russia so dear by its failure to establish a lasting peace. 
62 
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Despite early recognition by the chief European govern- 
ments, Soviet Russia’s participation in international affairs 
was not eagerly welcomed. If acceptance by the United 
States seemed a leisurely affair, it must be said that her 
acceptance into the councils of other great powers was 
equally slow. Soviet policy in foreign affairs has consistently 
been a voice crying in the wilderness for sincere application 
of every device for international peace and co-operative 
adjustment of problems. This was not, of course, out of 
altruism or for pure abstract principles. Russia wanted—in 
fact, desperately needed—undisturbed time in which to 
stabilize her economy and educate her enormous conglomera- 
tion of peoples into a living, breathing, intelligent group of 
nations. 

My own experiences of Soviet diplomacy date back to the 
Genoa Conference of 1922, where George Vassili Chicherin, 
Commissar for Foreign Affairs and head of the Soviet dele- 
gation, stressed the point that “any attempt at restoration 
of world economy will be strangled as long as the threat 
of new wars hangs over Europe and over the world.” It was 
at this conference that Walther Rathenau, German repre- 
sentative, tried to convince the nations of the world that 
a restoration of world economy would succeed only if built 
on a world-mechanism of solidarity. Chicherin characterized 
Soviet foreign policy as follows: 


One of the essential foundations of Soviet policy is the aspira- 
tion to peace and the desire to co-operate in its consolidation. 
No other policy is possible for the Soviet Union for the reason 
that the principal object of its activity is the economic recon- 
struction of the country, for which the existence of friendly rela- 
tions with all nations, as well as strong and unbroken ties with 
them, are indispensable. 


The Russian delegation to the conference found all their 


suggestions of disarmament violently protested by the 
French. They became more suspicious when Lloyd George 
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adroitly arranged “private conversations” and “subcommit- 
tees” for the Soviets instead of including them in the open 
sessions. The Germans, too, felt that the British arrange- 
ments would not meet their needs and so, when the Russians 
asked for “private conversations” with the Germans, Rathe- 
nau’s delegation gladly met with them, on April 15, 1922, 
at the neighboring town of Rapallo. Here was arranged—in 
less than eight hours—the “shocking” Rapallo Treaty, signed 
by Rathenau and Chicherin in the presence of Litvinov, 
which canceled mutual debts, was based on friendship and 
equality, and broke the isolation of the U.S.S.R.* 

Had Rathenau, a German and an ardent democrat, suc- 
ceeded in convincing the other participants in the Genoa 
Conference of the necessity for parallel action on the part 
of allied nations in order to create true world democracy, 
he wouid have cleared the political atmosphere once and 
for all. Had he succeeded in breaking the ground for an 
economic community, based on the Bank of Nations, how 
differently the world might have reacted to future construc- 
tive peace proposals for economic and political co-operation, 
limitation of armaments, etc. It is very possible that the rise 
of Hitler and the second World War would have been 
avoided. Alas, Rathenau’s plea for true “pace! pace! pace!” ? 


1 The Rapallo pact between Soviet Russia and Germany was preceded by 
a treaty between the Soviets and Estonia (February 15, 1920) which gave 
Russia a “window to the sea.” This was followed by establishment of diplo- 
matic relations with Lithuania, Latvia, Poland, Iran, Afghanistan, Turkey, 
and the Mongolian People’s Republic. Rapallo was further preceded by a 
commercial-political agreement with the British Government (March 16, 
1921) which provided for an exchange of trade and diplomatic representa- 
tives—a de facto but not de jure recognition. Similar semi-recognition agree- 
ments were closed with Germany and Italy in 1921. 

However, at Rapallo for the first time full diplomatic relations were 
established between the Soviet Union and Germany. This “shocking” event 
opened up an avenue for official recognition of the Soviet Union by Great 
Britain (February 2, 1924), Italy (February 7, 1924), France (September 
28, 1924), and Japan (January 20, 1925). Establishment of relations with 
the United States was delayed unti] December 16, 1933, with Czechoslovakia 
and Rumania (both on June 9, 1934) and Jugoslavia (June 25, 1940) 
following. 

2“Peace! peace! peacel”’—closing words of an aria in Verdi’s opera, 
Ul Forza del Destino. 
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at the conclusion of his memorable speech in Genoa remained 
unheeded. It was a presumption, merely, from a recently 
defeated enemy who had dared to enter into relations with 
the Russian Bear. For those who lived through the early days 
of the Weimar Republic—shaky, beset by difficulties, unsup- 
ported by those who helped to create it—and who now hear 
the tale of unbroken German belligerence in the world, that 
cry rings hauntingly in the ear. 

At the Genoa and Rapallo conferences, and later in 1927 
at the Disarmament Commission in Geneva, the Soviet dele- 
gation, supported by Rathenau, insisted that the Soviet 
Union with its socialist system could very well exist peace- 
fully beside, and carry on normal economic relations with, 
other countries having different economic systems. Subse- 
quently this assertion took practical form in the various 
bilateral and multilateral agreements concluded between the 
Soviets and most other countries. 

Later, Soviet diplomats called more aggressively for ef- 
fective measures to fortify world peace and protect the 
national independence of smaller nations (this with a special 
view to their own border states) and the colonial peoples 
of the globe. Their main interest remained focused upon 
the peaceful development of their gargantuan national wealth. 
The Russian leaders frequently expressed—with a repetition 
akin to mania—their fear of the “imperialist and capitalist 
hunger for Russian land and resources.” 

Litvinov now became the leading figure at international 
conferences. With his famous battlecry, “Peace is indi- 
visible!” he tried to convince the nations that as a matter of 
principle aggression must not be tolerated. In 1928 the Soviet 
delegates presented a plan for complete disarmament for all 
nations, and alternative plans for a progressive partial dis- 
armament. These plans were repeatedly brought forward at 
succeeding conferences, and Soviet representatives consist- 
ently supported all concrete plans for armament reduction 
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submitted by other countries, including the American arma- 
ment reduction plan of 1932. 

Litvinov’s stand at the Disarmament Conference at 
Geneva cannot be forgotten. He was considered a nuisance 
when he demanded the disarmament of the other powers. 
The U.S.S.R. was one of the first powers to sign the Briand- 
Kellogg Pact, proposed by the United States, renouncing 
war as an instrument of national policy.* Litvinov was held 
in high esteem by the peoples most in need of peace. Britain 
and France, however, remained unconvinced. 

At this time Soviet foreign policy supported Young Tur- 
key and backed modern China, inspired by Dr. Sun Yat-sen, 
in its independent development. Even monarchic Ethiopia 
was valiantly defended by the Sovicts in the League of Na- 
tions Conference. Finally, the Soviet Union was the only 
European government that actively aided democratic Spain. 

Litvinov always supported Republican Germany in her 
desperate plea for cancellation of war debts, reparations, and 
other excesses of the Versailles Treaty.* And personally, I 
know from my own experience and efforts in public office, 
aimed at the settlement of international debts, that Litvinov 
considered the terms imposed by Versailles “provocative in 
the most evil sense of the word, and a potential threat 
of war.” 

When Hitler came to power, the Soviet Union entered the 
League (in September, 1934) in the hope of awakening it 
to the danger of war. She also attempted to build up a sys- 
tem of collective security through a regional network of 


8 At Geneva and London the Soviet delegates proposed a general non- 
aggression pact, with a definition of aggression, as a supplement to the 
Kellogg Treaty. This definition was accepted in principle by the Committce 
on Security at Geneva. In addition, at the League of Nations Commission 
for the Study of European Union in May, 1931, and at the London Eco- 
nomic Conference of June, 1933, the Soviet delegation offered an interna- 
tional draft protocol on economic non-aggression, paralleling the Kellogg 
pact in the economic field. See Handbook of the Soviet Union, edited by 
the American-Russian Chamber of Commerce, Ch. III. 

4 The Soviets, although excluded from the Versailles Conference of 1918- 
1919, have always expressed disapproval of the system set up there. 
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mutual assistance pacts, such as those she made with France 
and Czechoslovakia. Germany and Japan now in turn aban- 
doned the League. With all her might, the U.S.S.R. directed 
her foreign policy toward promoting alliances with the de- 
mocracies. But instead of responding favorably, the reaction- 
aries within the democracies became apologists for and 
clandestine supporters and financiers of Hitler. 

Let me here speak personally. Having tried in vain for 
more than eleven years, under the Weimar Republic, to 
win the understanding and co-operation of various Allied 
factions for the cancelation of debts and reparations and 
for active support of the Republic, I myself witnessed politi- 
cal support of and concessions to Hitler from British Tories 
and financial aid to the Nazis from London bankers. In their 
blind hatred of the “Bolshevist-Russian archenemy,” the 
Tories and financiers invested in Hitler’s gangster fury in 
order to “drive the furor teutonicus toward the East” into 
a war with the U.S.S.R. 

On September 21, 1938, in connection with the Munich 
Conference, the Soviets offered the Czech people military aid. 
It was again Litvinov who made this classic statement, before 
the League in Geneva: 


.. At a moment when the mines are being laid to blow up the 
organization on which were fixed the great hopes of our genera- 
tion, and which stamped a definite character on the international 
relations of our epoch; at a moment when, by no accidental co- 
incidence, decisions are being taken outside the League which 
recall to us the international transactions of prewar days, and 
which are bound to overturn all present conceptions of inter- 
national morality and treaty obligations; at a moment when 
there is being drawn up a further list of sacrifices to the god of 
aggression, and a line is being drawn under the annals of all 
postwar international history, with the sole conclusion that noth- 
ing succeeds like aggression—at such a moment every state must 
define its role and its responsibility before its contemporaries 
and before history. That is why I must plainly declare that the 
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Soviet government bears no responsibility whatsoever for the 
events now taking place, and for the fatal consequences which 
may inexorably ensue. 


At Munich, where Czechoslovakia was betrayed, Cham- 
berlain took the initiative in suggesting that the Sudetenland 
be granted to Hitler before the Hitlerites themselves dared 
ask for it.’ In his appeasement policy Lord Runciman, func- 
tioning as mediator in Prague, also offered concessions be- 
yond the Nazi demands. And when it appeared that ‘the 
Czechs were determined to fight, Chamberlain threatened 
President Beneš with the same nonintervention (con- 
trary to treaty) by which he had already sold out Spain. This 
illustrates amply the attitude of the Cliveden set.* Moreover, 
word reached the Soviets as well as banking circles on both 
sides of the Atlantic that an agreement had been made be- 
tween representatives of London’s kaute finance and Ger- 
man industrial magnates regarding the financing of seized 
industrial enterprises in Czechoslovakia, a month prior to her 
occupation. Documentary proof of this is not obtainable, 
but it was generally known at the time. It is hard to imagine 
a more shameless piece of international immorality.” 

Daladier and Chamberlain now outdid each other in po- 
litical naiveté. Again, it was common knowledge in diplo- 
matic circles that fear of “Bolshevism” on the part of a 
variety of interests behind the Munich settlement had de- 
livered the Czech army and the Skoda works to Hitler—the 
“defender of industrial capital.” 

When Hitler marched into Czechoslovakia and entered 
helpless Prague, Soviet Russia warned the Nazi Fuehrer 
that she could not recognize the annexation of Czechoslo- 


5 In a statement before the British and Canadian press early in 1938. 

€ For more details on how British magnates are said to have contributed 
to the Nazi war chest see: William B. Ziff, The Gentlemen Talk of Peace 
(New York: Ziff-Davis Publishing Co., 1945), p. 337. 

7See Arthur Upham Pope’s Maxim Litvinov, on how pressure was exer- 
cised upon the Czechoslovakian government from within by bankers, agra- 
rians, and industrialists. 
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vakia. Then Russia proposed an immediate conference to 
Britain, France, Poland, Rumania, and Turkey in a last 
vain effort to enlist their aid in stopping Hitler’s aggression. 
Chamberlain refused, calling such steps “premature.” Hitler 
then took Memel back, and threatened Danzig; Mussolini 
occupied Albania; and Nazi armies were stationed at the 
Polish border. Both French statesmen and the U. S. State’ 
Department denied that there was real or imminent danger 
of war. 

The Soviets had tried hard to bring Britain, France, and 
the U.S.S.R. into a triple alliance. They offered to guarantee 
their eastern and western borders against Nazi aggression. 
Chamberlain sidestepped, and finally refused. From Failure 
of a Mission® we learn of the memorable episode during 
which Nevile Henderson, British Ambassador to Berlin, 
tried to settle the Polish question, offering diplomatic help 
to the Nazis with regard to Danzig and the Polish Corridor. 
Chamberlain actually suggested a non-aggression pact with 
Nazi Germany and informed the Soviet Union that there 
was no chance for a military alliance with the U.S.S.R. 
This was too much for some of the Conservatives in Britain. 
On May 27, 1939, Winston Churchill declared before the 
House of Commons: 


If His Majesty’s Government, having neglected our defenses, 
having thrown away Czechoslovakia with all she means in mili- 
tary power, having committed us to the defense of Poland and 
Rumania, now rejects and casts away the indispensable aid of 
Russia, and so leads in the worst of ways into the worst of wars, 
they will have ill deserved the generosity with which they have 
been treated by their fellow countrymen. 


Churchill, Eden, and a few others continued their warn- 
ings until the last moment. They knew that the Soviet Union 
and not Nazi Germany was the only possible partner for an 
alliance, even on the basis of a non-aggression pact. 


8 Sir Nevile Henderson, Failure of a Mission (New York: G. P. Putnam's 
Sons, 1940). 
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The tragi-comedy of political errors that followed prob- 
ably represents an all-time low in British foreign diplomacy. 
Two and a half months after Hitler’s march into Prague, 
Downing Street and the Quai d’Orsay informed their Am- 
bassadors in Moscow that they had agreed to discuss a triple 
alliance with the U.S.S.R. Three weeks later Mr. Strang, 
delegate of the British Foreign Office, started negotiations 
with the Soviets without the necessary powers to arrive at 
an agreement. During the two and a half months of these 
discussions the Strang mission was obviously retarded by 
the British. Meanwhile, since Dr. Schacht had lost his power 
to enchant the bankers of London, Mr. “Wohlthat,” another 
Nazi official, was selected by Mr. Hudson, British Secretary 
of Overseas Trade, for negotiations concerning British- 
French loans to the Nazis of one-half to one billion pounds 
sterling! ° 

When news of this hardly credible diplomatic master- 
blunder came to the knowledge of Moscow at the end of 
July, any hope the Soviets had for success in the long- 
drawn negotiations was snuffed out. In her account, The 
Soviets Expected It, Anna Louise Strong mentions this as the 
“chief bombshell” of the period.*® The British people, igno- 
rant of this maneuver and heartily in favor of the Russian 
pact ** were totally unprepared when, instead of the early 
conclusion of the much-disputed tripartite alliance, they 

9 A reference to this at the time, in the House of Commons, appears in 
the speech of Chamberlain: “...In the third place, the House will be aware 
that the President of the Board of Trade and the Secretary to the Depart- 
ment of Overseas Trade were about to pay a visit to Berlin in connection 
with certain discussions which are now proceeding between the representa- 
tives of German and British industries. These discussions are still proceeding 
and proceeding in a satisfactory manner.” See Neville Chamberlain, Jn 


Search of Peace (New York: G. P. Putnam’s Sons, 1939), p. 264. 

10 Anna Louise Strong, The Soviets Expected It (New York: Dial Press, 
1941), P. 154. X AA : 

11A Gallup poll made in April showed g2 per cent of British voters in 
favor of an alliance with Russia (New York Herald Tribune, May 4, 1939). 
Nevile Henderson also notes (op. cit., p. 250) that “the Labor and Liberal 
parties, as well as a section of the Conservatives, were vociferously clamor- 
ing for an agreement with the U.S.S.R.” 
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learned of the recall (or resignation) of Litvinov in May. 
They did not understand this SOS to the people of world 
democracy that peace was going to pieces. 

The Soviets tried another signal the following month. At 
the end of June, 1939, Pravda published an article by An- 
drei Zhdanov, a man close to Stalin and chairman of the 
Foreign Affairs Commission of the Supreme Soviet, express- 
ing Soviet doubts of the sincerity of England and France, 
and of the chances for successfully concluding the negotia- 
tions. Finally, when all the world knew that war was inevi- 
table and that Hitler planned to attack Poland “either before 
August 28 (Hindenburg’s birthday) or before September 
8 (the Nuremberg Party Rally)” ** the Soviets asked 
Britain and France for a military mission to consider actual 
defense of eastern Europe. 

After more than two weeks the mission arrived in Moscow, 
but was apparently more interested in details of Russian 
military strength than in military co-operation. Nor were 
they interested in Voroshilov’s plans against the possibility 
of Hitler’s invading Poland. That must first be discussed with 
the Polish government. The Poles, as we know, boasted that 
they could stand the Nazi attack without Soviet assistance. 
Voroshilov’s impressions of what he termed the “frivolous 
fake negotiations of the Anglo-French military commission,” 
remain an interesting contribution to Soviet foreign policy 
records. 

The U.S.S.R. was now obliged to act boldly. Hitler had 
offered a non-aggression pact. The Nazis did not make any 
difficulties with regard to Russia’s territorial claims. Their 
reckless aggressiveness did not fail to impress Stalin, who 
needed time for strength. The pact was signed between 
Molotov and Ribbentrop on August 23 and exploded like 
a block-buster among the Western peoples. 

This, roughly, is history seen from the Soviet angle. As 
Molotov reported, “As the conclusion of a mutual assist- 


12 Joseph E. Davies, Mission to Moscow (Simon & Schuster, 1941), p. 396. 
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ance pact could not be expected, we had to explore other 
possibilities of assuring peace and eliminating the danger of 
war between Germany and the U.S.S.R.” 

The story is not yet complete. Fear of Nazi aggression on 
the one hand and fear of the communist bogey on the other 
created almost psychotic conditions among all nations con- 
cerned. But the Soviet record is clear; there is no great 
enigma about their oft-admitted desire for peace in which to 
develop their industry and basic economy. 

Nor is there any doubt that Russia, now as then, will 
make deals to safeguard her investments and help her to 
forge ahead, just as any good business concern would. In 
fact, her methods may sometimes seem unpleasantly rem- 
iniscent of those of “Big Business,” particularly in regard 
to the “little fellow”’—the neighboring states which she 
wants as subsidiaries or direct additions. Her partners in 
the United Nations have been obviously concerned over 
Russia’s demands on Finland, her hold on the Baltic states, 
her expectation of holding the lands she occupied in 1939- 
1940, her development of powerful sidelines with the “Free 
Polish,” “Free German” committees, etc. 

One need not go so far as David J. Dallin, however, who 
in his comprehensive historic volume, Soviet Russia’s 
Foreign Policy, 1939-1942 (New Haven: Yale University 
Press, 1942), states his belief that Britatin would have 
had to permit Russia to “devour four small independent 
states completely, as well as parts of two others” in order 
to make the pact to defeat Hitler. In all probability, Russia 
in 1939 was less concerned over threats to her border than 
she is now, after the disillusionment of seeing how weak 
the democracies could be and after the catastrophic suffer- 
ings of her people in the war. That she should also entertain 
some healthy scepticism as to the democracies’ real concern 
for small states, after the events just recounted, would not 
be unnatural. It is hard to predict what the policy of a 
truly realistic state will be in this matter, after the spectacle 
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of the inter-war years. Yet all recent news of Russia’s policy 
seems moderate and encouraging. 

On October 22, 1940, Sir Stafford Cripps proposed in a 
memorandum to the Soviet Foreign Office (Narkomindel) 
an Anglo-Soviet agreement on the following basis: England 
would obligate herself not to participate in any military 
bloc directed against the Soviet Union; would recognize de 
facto Soviet Russia’s incorporation of the Baltic States and 
assure Russia of participation in the postwar peace con- 
ference. 

Soviet Russia did not reply to the memorandum because 
(in the opinion of Cripps, given in a United Press inter- 
view on November 14) she “was not interested in improv- 
ing her relations with Britain.” 

Apparently Britain was not so unduly concerned over the 
independence of the Baltic states as Dallin seems to believe. 
And since the grant of autonomy to the constituent Russian 
republics, the fate of the little countries does not appear 
to worry English and American commentators overmuch, 
for they know that a measure of cultural and political free- 
dom is allowed to each region within the Soviet Union. 
Russia’s attitude toward the Catholic Church in Poland, 
toward Rumania and Czechoslovakia, is worthy of the 
gallantry displayed by the Red Army, the guerrillas, and 
the Russian workers. 

Americans have yet another grievance against Russia that 
is sometimes used by propagandists, and that is the war 
against “little Finland.” Unfortunately, the full extent of 
Nazi control over that country through fascist-minded 
leaders or appeasers is not always realized. Yet even in 1940 
it should have been apparent that, though Russia- had 
signed the pact making her nominally an ally of Hitler, 
she was frantically preparing defenses throughout her 
borders against him. The attack on Finland was to 
strengthen her borders. Americans, long without dangerous 
neighbors, find it particularly hard to sympathize with 


Google 


74 WE CAN DO BUSINESS WITH RUSSIA 


aggression against a country at peace no matter how urgent 
the need or how great the under-cover provocation. Yet it 
is a little ironic that the League of Nations, which had done 
so little when Japan attacked China and when Italy at- 
tacked Ethiopia, should expell the Soviet Union on Decem- 
ber 14, 1939, by invoking Litvinov’s own definition of the 
aggressor! 

Britain and France begged the Finns to keep up the fight 
and planned to send them great armies to invade Russia. 
Pope bluntly states: 


It was one of the most dangerous moments in history; and 
one of the most colossal and costly blunders ever contemplated 
was barely avoided. Hitler signed his death warrant when he 
gave the orders for the attack on Russia. But had the Allies in a 
moment of sheer folly, persuaded by the smoldering hatreds, by 
the misinformation and recklessness of certain political and mili- 
tary advisers, actually made war on Russia in 1940, as they had 
planned, their expedition would not only have been disastrously 
defeated, not only would they in turn have severely damaged their 
most important potential ally, but they would have thrown Russia 
and Germany together in an all-out, even if temporary, alliance 
that would have spelled hopeless catastrophe for the Allied cause.1* 


Fortunately, events were against this blunder. On June 
22, 1941, without waiting for a formal declaration of war 
on the part of Finland, German bombers took off from Fin- 
nish territory and bombed the Kronstadt area; this was 
followed by infantry action on the 24th. 


When Hitler marched on Russia, the situation quickly 
clarified. Churchill and Roosevelt at once promised help to 
the Soviets. Finland was correctly evaluated as a gallant 
but helpless pawn, and even the Nazi-Soviet pact was seen 
as a blessing in disguise since it had enabled the Russians to 
block Hitler’s expansion into the Baltic, Rumania, and the 
Balkans in general for a year. The trade agreement had never 
been lived up to; in fact, Russia actually used part of the 

13 Pope, op. cit. 
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Rumanian oil badly needed by the Nazis. One month after 
Hitler’s attack, the Soviet Union found herself in an alliance 
with Britain, followed by alliances with the governments-in- 
exile. The Atlantic Charter was formulated and was soon 
signed by the U.S.S.R. 

Official “business” between the Soviets and the United 
States—though on a provisional scale—was begun by extend- 
ing Lend-Lease, which contributed much to Russia’s strength 
and glorious survival. The joint Food Conference and the 
UNRRA were organized and joint economic and peace con- 
ferences held. Here was the dawn of a new epoch of en- 
lightened business with Russia on the part of all the United 
Nations. 


Google 


IV 


MEN WHO BROKE AMERICAN 
SALES RESISTANCE 


1. THE AMERICAN-RUSSIAN CHAMBER OF 
COMMERCE 


Wan: WORLD events rolled inexorably on, an interest in 
and a willingness to try private business with Russia were 
gradually developing within America. 

During the first World War, Mr. Reeve Schley, vice-presi- 
dent of the Chase National Bank, met Alex Gumberg of 
Kharkov, whom he described as “one of the ablest and best- 
informed Russians I have ever known.” Gumberg, who had 
been instrumental in placing Leon Trotsky in America as 
journalist on an all-Russian newspaper, followed Bukharin to 
Moscow by way of Siberia on the eve of the Revolution. He 
served later as interpreter for the Red Cross mission headed 
by Allen Wardwell and Judge Thomas D. Thatcher, since 
he knew the Soviet leaders well and also understood the 
American point of view. P 

Gumberg again acted as American-Russian interpreter in 
the first “big deal” after the Revolution. In 1923 he intro- 
duced Victor P. Nogin to his friend Mr. Schley. Nogin’s 
task was to secure a fifty-million-dollar credit for the im- 
portation into Russia of American cotton goods. His chief 
argument was that Germany was making a big profit as go- 
between for American cotton producers and the Russians. 
Direct business, said Nogin, would profit both Americans 
and Bolsheviks. 


To the American banker this argument seemed sound and 
76 
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he was also personally impressed by Nogin’s character. How- 
ever, the political prejudices of the West were strong and 
there were legal and institutional obstacles to dealing with 
the Soviets; so Schley explained that a safe and thoroughly 
commercial basis must be prepared for such a deal. He 
sought contact with other American businessmen and advice 
from corporation lawyers. He demanded the guarantee of 
the Russian State Bank and at least one million dollars as 
a cash fund for the projected cotton syndicate. Forty-eight 
hours after fe had made this demand, two million dollars 
were placed by Moscow at the disposal of Mr. Nogin in the 
Chase Bank. 

Thus was formed the All-Russian Textile Syndicate, of 
which Alex Gumberg became the principal official in the 
United States in 1924. From then until 1930 the Syndicate 
handled hundreds of millions of dollars’ worth of raw cotton, 
averaging about thirty-five million dollars a year. During 
that period about 35 per cent of the total trade between 
Russia and the United States was handled through the 
Syndicate. 

This early transaction was carried out while a comic 
situation prevailed in Washington. The ambassador of the 
Kerensky regime, Boris Bakhmeteff, was still recognized as 
Russian Ambassador to the United States. For five years 
after the disappearance of the weak government which had 
sent him, Bakhmeteff insisted upon his rights and the State 
Department, refusing to recognize the Bolsheviks and still 
hoping for a successful counter-revolution, paid to him or 
his subordinates most of the war debt that has subsequently 
been the basis of our claim against the Soviet government. 

Bakhmeteff was influential. When a group of businessmen 
interested in Russian trade banded together as an “American 
Commercial Association to Promote Trade with Russia,” 
their efforts were blocked by an organization called the 
“American-Russian Chamber of Commerce,” which was 
under Bakhmeteff’s thumb. It declared that the economic 
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restoration of Russia could only be accomplished by “the 
overthrow of the forces of destruction which now have her 
in their grip” and the restoration of the forces of “law, order, 
and property.” 

This was a far cry from the vital organization which now 
bears that name! The Chamber, modestly begun in 1915 
to handle commercial war relations, was discredited as Bakh- 
meteff’s position became anomalous and then suspect. And 
finally, in the bitter days of anti-Sovietism (1920-1925), it 
was completely without purpose and disappeareg altogether. 
But when Reeve Schley and his family were visiting Mos- 
cow in 1925, Gumberg suggested that he revive the American- 
Russian Chamber of Commerce. He did so in June, 1926, and 
the association has become more and more active as time 
went on. Schley’s connection with the great Chase Bank, 
his impeccable integrity, his unquestioned devotion to the 
system of capitalism, drew to the Chamber representatives 
of all American firms who had or wanted to have dealings 
with the Soviets. The Chamber compiled figures, gave advice, 
cleared transactions, kept abreast of opportunities, played 
host to various Russian trading delegations, formed a liaison 
between Amtorg and American firms, facilitated grants of 
visa, and gathered its friends to hear speakers such as Colonel 
Cooper argue for Russian trade. Eighteen months after the 
reorganization a Moscow office where similar work was car- 
ried on was established by Charles H. Smith, one of the vice- 
presidents. Later, Spencer Williams was the Russian repre- 
sentative.* 

By 1928 the board of directors of the Chamber included 
representatives of some twenty leading American financial 
and industrial establishments, and the Chamber was a power- 
ful factor in the growth of Russian-American commerce. In 


1See Davies, op. cit., and Schuman, op. cit. Much of the early history of 
the Chamber and the All-Russian Textile Syndicate, as well as the following 
material, was given me directly by Mr. Schley in an interview at the Chase 
Bank on June 2, 1944. 
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1930 Schley tried to explain to American businessmen and 
bankers that the Five-Year Plan was a challenge and its 
fulfillment would be a test of the future growth and stability 
of Soviet Russia. He pointed out that this was “one of the 
most interesting experiments in history.” 

During these years the Chamber was not primarily in- 
terested in either the ethics or the political wisdom of grant- 
ing recognition; its real purpose was to maintain the amicable 
trade relations that were tantamount to informal recognition. 
However, it was the Russian-American Chamber of Com- 
merce that had the honor of feting Maxim Litvinov during 
his visit to America for the talks with President Roosevelt 
that ended in the pact of recognition. The dinner was held 
at the Waldorf-Astoria Hotel in November, 1933. It was 
a proud occasion for Litvinov and for his friend Colonel 
Cooper, second president of the Chamber, and for the guiding 
spirit behind the organization, Reeve Schley. 

Schley had another triumphal party when, in April, 1936, 
the Chamber celebrated its tenth anniversary. The luncheon 
was held at the Bankers’ Club and was attended by some 
two hundred and thirty Americans and Russians. The speak- 
ers were Ivan Boyeff, then chairman of the board of directors 
of Amtorg, and Mr. Schley. In his speech the president 
proudly recalled the more than forty-two million dollars the 
Soviets had spent in the United States during that year, and 
forecast greater purchases in the future. He heartily ap- 
plauded the words of the other speaker: 


Sometimes... American businessmen express the opinion that, 
now that the U.S.S.R. has attained economic independence, it is 
no longer interested in imports. I wish to state as emphatically 
as possible that this is not the case. . . . We are anxious to utilize 
in our country the latest achievements recorded anywhere in the 
world. This applies particularly to the United States whose indus- 
trial technique is on the highest level. The policy of the Soviet 
Union is distinctly opposite to isolation from the world market. 
We are ready to expand economic relations with any country 
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which has a sincere and businesslike desire to develop such re- 
lations. 


Today Mr. Schley is still genuinely optimistic about the fu- 
ture of business with Russia. Pointing to the misunderstanding 
between Litvinov and President Roosevelt during and after 
the recognition period, when Litvinov understood that Rus- 
sia had received a loan and Roosevelt insisted that it was 
a credit over which the United States retained certain direc- 
tion, Mr. Schley remarks, “Credit with Russia in the future 
must be handled intelligently. America must keep the say.” 
By “America” Mr. Schley means especially American in- 
dustry. 


Industry must form a strong entity in order to deal efficiently 
with the strongly centralized bargaining power of the Russian 
Export-Import Trust; Amtorg Trading Corporation, Russian Pur- 
chasing Commissions, etc. In the past the individual American 
industrialist has been lacking the bargaining power of the Russian 
governmental agencies, and prices, in isolated purchases, were 
easily undercut. As an answer to the Russian Export-Import 
Monopoly, we also need some kind of Export-Import Board to 
face any Soviet price pressure. 


Mr. Schley also believes that American industry should 
unite and take the initiative in the field of credit. Big industry 
can and should furnish about two-thirds of the credit to Rus- 
sia and the government only one-third; smaller industry, of 
course, would need much greater government assistance in 
extending credit. When asked what would happen to Russian 
orders after private credit sources are exhausted, Mr. Schley 
admits that an international credit organization might have 
to be created. “Credit with Russia, however, must be de- 
veloped gradually and carefully, not hastily.” 

Such is the approach of a practical conservative whose 
extraordinary powers helped mightily to break down the 
sales resistance of American businessmen toward doing 
business with Russia. Reeve Schley is still at the helm and 
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still the guiding spirit of the American-Russian Chamber of 
Commerce, the splendid institution he created almost single- 
handed. 


2. HUGH LINCOLN COOPER 


In appraising the efforts made to break down this nation’s 
sales resistance to United States-Soviet friendship, we must 
again mention Colonel Cooper, whom Litvinov has listed as 
a friend of the Soviets together with Senator Borah “whose 
efforts for rapprochement and peace will remain in the 
memory of the people of my country,” and Colonel Robins, 
“oldest friend of the Soviet Union in America.” 

“Colonel Cooper’s services,” said Litvinov, “are already 
inscribed in the geography of the Soviet Union and endure in 
the concrete of Dnieprostroy.” The services rendered by 
Cooper to Soviet-American friendship and confidence can- 
not be enumerated. They operated in two main directions. 
The story of the dam we know; his other efforts were di- 
rected toward general understanding in America of the 
Russian miracle. And he was truly indefatigable in his cause. 
His first endeavor was to overcome the hestitation of his own 
corps in going to Russia. Here his experiences paralleled 
those of Stuart; indeed he, Stuart, and Freyn were allied in 
their pioneering. Stuart’s report to Russia, cited in an earlier 
chapter, again sheds interesting light on the problems en- 
countered: 


Due to much misinformation existing at that time in the United 
States, it was not an easy matter to induce a group of our asso- 
ciates and engineers properly fitted for the work to undertake a 
three years’ contract in U.S.S.R. In fact, our efforts to aid in your 
technical program at that time were widely criticized in the 
United States. 


To clarify the situation, Mr. Stuart spent two months at 


his firm’s expense traveling throughout European Russia 
with a guide and cameramen, taking moving pictures of the 


Google 


82 WE CAN DO BUSINESS WITH RUSSIA 


industrial, mining, and scenic sections of the U.S.S.R. Engi- 
neering associations and commercial groups were later in- 
vited, again at the firm’s expense, to view these pictures, 
which gave them entirely new ideas about conditions in 
Russia. As a result of this and the efforts of Colonel Cooper 
and Mr. Freyn, American engineers began to realize that 
Russia was a safe place in which to work and they could be 
induced to go there at salaries within reason. 

In his personal campaign Cooper spoke as an engineer, as 
a man interested in facts rather than in politics or prophecies. 
On his return in 1930 from his sixth visit to the U.S.S.R. 
he addressed the businessmen, economists, and financiers of 
the American-Russian Chamber of Commerce in New York. 
After relating some of his own experiences in building the 
Dnieper Dam he went on to describe conditions in Russia, 
speaking from firsthand knowledge gained in his travels 
around the country. He had inspected the Stalingrad tractor 
plant, designed to produce fifty thousand tractors annually: 
“This preat plant, planned by the American architect, Albert 
W. Kahn of Detroit, is a well-executed and impressive evi- 
dence of constructive ability.” 

He had visited Gigant, the huge state farm embracing a 
cultivated area of 490 square miles: “. .. the picture of trac- 
tors plowing and harrowing those three hundred thousand 
acres, their path guided at night by searchlight, made on me 
a lasting impression.” 

He had visited the great tea plantations in the Georgian 
Republic and the textile mills in Tiflis. The industrial plants 
completed in Russia during that single year, he said, en- 
couraged the belief of the people in the ultimate success of 
their industrial program. And he spoke of the urgency of 
training an efficient operating personnel for these newly 
created heavy industries. Then he developed what later be- 
came his main theme: the mutual needs of Russia and 
America: 
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I found everywhere satisfaction with American machinery and 
equipment and widespread demand by the Russian mechanics and 
workers for American machinery in preference to any other make. 
The marked success of American machinery and equipment... 
demonstrated in severe competition with other countries, has pro- 
duced an opportunity for American trade that has immeasurable 
potentialities. 

I believe the opportunity now available to American manufac- 
turers for increased exports to Russia can be made of substantial 
benefit in economic depression. 


The International Chamber of Commerce had cited the 
closing of the Russian market as one of the major causes of 
critical conditions throughout the world. Cooper touched 
upon this theme: 


I would even go further and say that the peace of the world 
depends on the solution of the problem of how to open this market. 
Russia needs foreign technical assistance and foreign machinery 
and has in its enormous natural resources the capacity to pay for 
them, while the rest of the world needs an outlet for the existing 
great surplus caused by over-production. 


He hammered the point home. In speech after speech, in 
private conversations and in all his contacts, he argued the 
importance of the Russian market for economic stability, 
and the desire of the Russians to deal with us. He ridiculed 
the hysterical frame of mind of many Americans, who had 
to admit that the Russians, unable to get American credit, 
had bought billions of dollars’ worth of goods from other 
parts of the world,* 


without a single default in a promise to pay and without the levy 
of a dollar of graft so far as my investigations have been able to 
discover. 

What is actually happening today is that we are, through our 
loans to Europe, financing European competitors to get this busi- 
ness away from us, and while we are doing this we assume as big 


1¥rom an address to the American Institute of Electrical Engineers in 
New York, 1931. 
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a financial risk as though we undertook the business direct. And 
I can assure you that the competition in Europe for this Russian 
business is most intense and they are chuckling over our stupidity 
in not accepting the invitation of the Russians to a very profitable 
business relationship. 


His perception grew as he studied the situation, and his 
clear analysis of what was happening in Russia has stood 
the test of time: 


Every so often one hears criticism of American engineering 
participation in the Russian program of economic development, 
based on the fallacious theory that Russia is or may become a 
menace to our economic and political institutions. ... A fair, intel- 
ligent analysis of the facts will show that by assisting the Russian 
people to achieve a better standard of living we will remove much 
of the mutual misundertsanding that exists between the Russian 
people and the outside world. I am convinced that as these ad- 
vances in living standards are achieved, communism per se will 
fade out and a new “ism” will take its place that will be much 
closer to what we call capitalism than it will be to communism.? 
As a matter of fact, they have state capitalism today in Russia. 


By 1932, Yankee horse sense plus a serious depression had 
made some headway against fear and dislike. Orders had 
been placed by Amtorg with seventeen hundred firms, re- 
sulting in the continued employment of thousands of Ameri- 
can workers who would otherwise have been without 
gainful work—a point worth remembering for the postwar 
period. 

In the year before recognition was granted, Colonel Cooper 
mentioned nine reasons for Russian-American co-operation: 

1. The Soviets have a stable government, which is be- 
coming increasingly popular with its people. 

2. The Soviets represent 160,000,000 people whose stand- 
ards of living were formerly very low compared to their 


2 Cooper here comes very close to “social capitalism,” discussed later in 
this volume. 
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capacity for the enjoyment of far better standards of 
living. 

3. The natural resources of the Soviet Union are greater 
than all the combined resources of the balance of Europe. 

4. The Soviets want American guidance in developing 
their natural resources. 

5. America can understand their needs far better than 
can any other country. 

6. They have no tariff walls to keep us out; on the con- 
trary, they offer us a real “open door.” 

7. World economic stability will be substantially strength- 
ened by eliminating this source of cheap labor (“higher liv- 
ing standards always result in higher returns to labor”). 

8. Russian business dealings have set a very high stand- 
ard for honesty and promptness. 

g. Russia does a tremendous annual import business. 


To the time of his death, Cooper stood out as the great 
apostle of American-Soviet friendship. He spoke of his 
admiration for Stalin’s efforts to better his people, and of 
his tremendous responsibility: 


I have been more fortunate than some Americans in having had 
an opportunity, during the past seven years, to meet the leaders 
of the Soviet Government and to observe at firsthand the tre- 
mendous work now being carried out under their plans and lead- 
ership. Anyone who has had this experience must admire the zeal 
and devotion to the vast scope of human endeavor that is exem- 
plified in the aspirations of these leaders of the Soviet Gov- 
ernment. 


He rejoiced in the new pact of recognition: the “most 
outstanding single achievement of the Roosevelt Adminis- 
tration up to date...a vital aid in the establishment of 
world peace”: 


.»~ Let me say that the economic benefits that can accrue to both 
peoples .. . are of enormous potentiality. The President and Com- 
missar Litvinov have solved the political questions to the satis- 
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faction of every right-minded person in both countries. There is 
every reason to believe that a wise solution of the economic ques- 
tions involved can and will be found.... Trade between the 
U.S.A. and the U.S.S.R. can be made to grow and prosper only 
if it is constantly fertilized by intelligence and common sense. 


3. JOSEPH E. DAVIES 


Just as Cooper was the pioneer in opening up the Russian 
technical market for America, and Schley was the trader par 
excellence, so Joseph E. Davies was the missionary for 
political, economic, and intellectual “business” with the 
Soviets. Rightly have the American people paid homage to 
our former Ambassador to Russia. 

What Davies, the capitalist corporation lawyer, has done for 
Soviet-American understanding is easy to realize from the 
historical documents contained in his book. Arthur Pope? 
pictures him as an ambassador of considerable wealth, a true 
adherent to the capitalist system: 


Intelligent, objective-minded and willing to learn about a new 
country, its population and its philosophy of government. He 
set out in a very businesslike way to find out the truth and accom- 
plish to the best of his ability the purposes for which he was sent. 
.. . After a surprisingly short period, Davies was able to convince 
the authorities—and above all, Litvinov—that it was possible to 
do business with him. 

The old Communist and the old corporation lawyer fast became 
friends, Litvinov certainly did not become a capitalist in the 
course of their friendship, which lasts to this day, nor did Davies 
turn communist. But they respect each other’s convictions, have 
the same factual-minded, honest approach, work together amiably 
and began calling each other Max and Joe. 

Davies and Litvinov achieved the goal the President had in 
mind in establishing relations in 1933; not merely “normal,” but 
“friendly,” relations between the two countries. 


1 Pope, of. cit. 
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One of the many business matters the Ambassador had 
to smooth out during his unique job in Moscow may serve 
as an example of Davies’ higher sense of diplomatic sales- 
manship. This was his intercession for the International 
Business Machines Corporation, whose representative had 
been denied an extension of his visa, probably because of 
the anti-foreign feeling in Russia in 1937. 

Davies based his plea on the fact that International Busi- 
ness machines were used in great numbers in Soviet institu- 
tions and it was to Russia’s advantage that there be a man 
on the ground to insure their being kept in proper repair 
and used to the best operating advantage. In addition he 
pointed out that the head of the company was Thomas 
Watson: 


Mr. Watson is the type of citizen who gives a great amount of 
his energy and time to the furtherance of matters of public rather 
than private interest. He is widely and favorably known in all 
of the liberal sections of American business, and is a close friend 
of our great President. He is distinctly the type of man who 
would be sympathetic... with the humanitarian impulses and 
enterprises upon which the Soviet Union is engaged, and I should 
be very unhappy to have him feel that he had been dealt with in 
an unfriendly and unfair manner. ... 


Is it any wonder that the Russians, like smart business- 
men, saw to it that the visa was extended? 

The Russians regarded Davies as a man who could work 
as hard at the chores of diplomacy as they themselves did. 
While the dignitaries of other countries complained of the 
dullness of social life in the diplomatic corps at the Russian 
capital, Davies kept his staff busy studying and diagnosing 
Soviet achievements; or, accompanied by his secretaries 
and the eager American newspapermen, he would embark 
on a view-packed, figure-crammed tour of Russia. Much of 
his book, indeed, is devoted to the facts he accumulated and 
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furnished to the State Department on agriculture, industry, 
trade volume, war material, and preparedness.” 

Davies was responsible for a commercial treaty granting 
America a large volume of trade. He even persuaded the 
Soviet leaders to make an acceptable proposal for the settle- 
ment of state debts, although these had been incurred by the 
long-dead Kerensky regime. He foretold the evils brought 
about by capitalist duplicity and malevolence in the criti- 
cal prewar diplomacy, and spoke the warning which, un- 
fortunately, was not heard until too late. 

Davies’ secret of success was his political approach: his 
realization that fairness, objectivity, honesty, and decency 
in foreign relations make it possible for nations with entirely 
different and even antagonistic ideologies to do business with 
each other without interfering with their internal affairs. 


4. MIGHTY LEADERS IN THE BATTLE FOR 
LEND-LEASE 


On June 24, 1941—already forty-eight hours after Hit- 
ler’s attack on Russia—President Roosevelt pledged his 
country to give every possible assistance to the Soviet 
Union in her life and death struggle against the Nazi in- 
vaders. That summer Harry Hopkins visited Moscow and 
reported to his President, at the time of the great Atlantic 


2Īn his judgment of the strength of the Red Army (and Davies’ con- 
clusions, unlike those of more biased observers, turned out to be correct), 
the Ambassador was aided by the Military Attache, then Col. Philip 
Faymonville. This is a name which recurs time and again in the record of 
this period. It was Faymonville, then in Washington, who greeted Litvinov 
when he arrived as Soviet Ambassador on December 7, 1941. It was Fay- 
monville who, first in Washington and then in Russia, served as head of the 
American Supply Mission in Moscow, bringing to this service not only an 
intimate knowledge of Russian economic conditions, gained from his years 
in the U.S.S.R., but also an unwavering faith in the ability of the Soviet 
Union to resist successfully. It was Faymonville to whom the head of the 
Central Blood Transfusion Institute pointed, saying, “He has been here 
fifteen times.” Not even his intimates in the Lend-Lease office, who knew 
of his friendship to Russia, had known that on so many different occasions 
the Colonel had slipped out to give his share of blood to the Red Army. 
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meeting with Prime Minister Churchill, on Russian needs. 
The problems were: 


1. Supplying Russian armies with finished materials 
of war. 

2. Helping to rebuild the Union’s devastated industrial 
machine. 

3. Furnishing raw materials for fabrication of military 
products within the U.S.S.R. 


In September the American and British missions reached 
Moscow. 


W. Averell Harriman, American Businessman 

Davies, knowing intimately the man who headed the 
American mission, wrote in his journal, “Harriman has the 
matter well in hand. He will do a good job in Moscow. Any 
misgivings that the Soviet leaders may have because of his 
‘capitalistic antecedents’ will fast disappear when they see 
him in action.” 

A millionaire, with many shipping and banking interests, 
Harriman believes that inherited wealth obligates its privi- 
leged owner to use it as fruitfully as possible. He has sensed 
the social trend of our time—the longing for the highest 
attainable level of “production for use.” Though he may not 
subscribe to the idea that this can be fully attained only 
through planned direction and not through an entirely lais- 
sez-faire capitalist system, subconsciously he is already won 
to the newer theory. He has always tried to plow his capital 
into the most productive channels. Though his methods are 
by nature different from those of the Soviets, the spirit 
behind them does not seem to be so very different. 

In the early twenties when Russian Georgia, Stalin’s beau- 
tiful homeland, was being developed, Harriman acquired for 
his company a concession to the valuable mineral manganese 
in the Chiaturi region. This was later withdrawn when all 
concessions were pronounced contrary to Soviet policy 
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and to the basic concept of Lenin that natural resources— 
the “gifts of nature’”—belong to the people. 

Since 1925 when Harriman invited other American bank- 
ing interests to participate in the financing of German trade 
with the Soviets under the sponsorship of Kuhn, Loeb, and 
other American bankers, he has been considered an expert in 
business with Russia. Although not successful in this deal 
because of American hostility to Communism, he remained 
the American-Soviet business specialist. He was thus the 
natural choice to represent America in the first Lend- 
Lease protocol with Russia. 

Harriman flew to Moscow where, on September 28, 1941, 
with the British mission and the American and British am- 
bassadors, he met Stalin in the Kremlin. Although the status 
of America was that of a nonbelligerent, he was war- 
ranted in his positive statement: 


We come with your ally, the British, with the same object—to 
give you every assistance against the violent and uncalled-for 
attack by Hitler and his cohorts. Your success means everything 
to the people of America. I am instructed to pledge you the very 
fullest possible support today, tomorrow and as long as the strug- 
gle lasts and until the ultimate victory comes. Now let us go to 
work,* 


And go to work they did, with the amazing result that 
the final session was held two full days ahead of schedule. 
Agreements were reached as to the quantities of planes, 
tanks, munitions, food, raw materials, and medical sup- 
plies to be furnished by the United States and Britain, and 
the materials the U.S.S.R. would deliver in return. This 
protocol was the overture to the Lend-Lease two-way 
passage established later. A final joint statement was issued 
by Lord Beaverbrook and Harriman: 


1From the official communique. See also Henry Cassidy, Moscow Date- 
line 1941-1943 (Boston: Houghton Mifflin Co., 1943). 
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... It has now been decided to place at the disposal of the 
Soviet government practically every requirement for which the 
Soviet military and civil authorities have asked. The Soviet gov- 
ernment has supplied to Great Britain and to the United States 
large quantities of raw materials urgently required in those 
countries. . 

Transportation facilities have been fully examined and plans 
have been made to increase the volume of traffic in all directions. 


The statement then expressed the heartfelt thanks of 
the signatories to each other for their mutual help, and 
ended: 


In concluding its session the conference adheres to the resolution 
of the three governments that, after the final annihilation of Nazi 
tyranny, a peace will be established which will enable the world 
to live in security in its own territory in conditions free from fear 
or need. 


In the following August, when the United States had been 
formally at war for eight months, Harriman represented the 
President on a return visit to Moscow. Churchill and he 
then conferred with the Russians over the long-vexed ques- 
tion of the second front. Later, he was extremely helpful 
in overcoming American inhibitions and smoothing out 
technical obstacles to Lend-Lease deliveries. He persuaded 
military leaders who were doubtful of Russia’s aims and 
of her ability to survive the German military genius, and 
who were also fearful of inadequate material for our own 
two-front war, that assistance to Russia would be a strategic 
gain for America. 

That Averell Harriman played a decisive part in speeding 
up Lend-Lease deliveries to the Soviets no one acquainted 
with the problems involved will deny. Nor will the Russians 
forget it. The American businessman knew that Lend-Lease 
was the key to “business with Russia.” When Steinhardt 
retired from his post as American Ambassador to Moscow, 
Britain, the Soviets, and the United States all agreed that 
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Harriman was the man to replace him. They had seen him 
in action. 


Donald M. Nelson Wins a Battle for Business 

It was not until Donald Nelson’s return from Moscow in 
1943 and his revealing speech before the Congress of Ameri- 
can-Soviet Friendship, that we accepted as fact the theory 
that Russia wanted to do business with us in a manner that 
would be mutually advantageous and noncompetitive. Nel- 
son is one of the strongest American exponents of the 
conviction that Russia is now planning to produce consumer 
goods on a big scale in order to raise the living standard 
of her people, and that she “has no interest in competing in 
world industrial markets.” 

With identical emphasis, Soviet representatives in our 
country have time and again stressed the fact that the 
Soviets want co-operation primarily with the United States; 
that they are far from competing with the United States, but 
can offer a huge market for consumer goods for American 
exporters.” In 1936 Troyanovsky explained: 


I want to state that we are for international co-operation not 
only in the political field but in the cultural and economic fields 
as well. We are not for any kind of isolation. We do not want to 
be isolated in any international affairs. We want to develop our 
friendly relations with other countries and we want to develop 
our foreign trade on a sound basis with other states and with the 
United States particularly. 


And Nelson explains: 


This war is teaching the Russians the science of mass produc- 
tion. But Russia has gone further than merely to take American 
mass production formulas or to adapt those formulas to her own 
machines, to the temperament of her own workers. I saw in 


2A similar statement has been made by W. C. Dickerman as acting 
president of the American-Russian Chamber of Commerce. 
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Russia production lines which stemmed from original Russian 
ideas, some of which we might copy with profit,? 


Here is an honest, objective approach to business with 
Russia in the future. The following was Donald Nelson’s 
enlightened reaction when a Russian asked him in Moscow 
whether he did not think it might be difficult for the Soviets 
and the United States to do business after the war. 

“After all, yours is a capitalist country and ours is a social- 
ist country,” the Russian said. 

Nelson answered, “Yes, but are we not both interested 
in the same thing—raising the standard of living and the 
prosperity of our countries? You do it your way; we will 
do it our way. Let us have one of your production competi- 
tions, and we will see who does it better.” 

The Russian liked the answer, took to the idea at once, 
and repeated it to everybody within hearing. 

In explaining Soviet difficulties, achievements, and striv- 
ings for the integration of manufacture Nelson rendered 
a great service. And the compliments he has extended to the 
Soviet workmen, stressing their desire to learn, their “di- 
rected energy and fire of youthfulness,” will bear rich fruit. 
He concludes as follows in an article written on his return 
from Russia: 


By sending such people, on fair terms, the machinery with 
which to develop, by giving them gladly and unstintingly of our 
own knowledge and experience, we shall achieve friendship and 
co-operation, that diplomacy alone cannot hope to realize. Let 
no one deceive you. Russia has consecrated herself to her indus- 
trial ambitions. Presently she will realize them—without our help 
if necessary, but preferably with our help.* 


Donald Nelson, who as executive of Sears, Roebuck and 
Company * synchronized the output from a thousand fac- 
8 Statement made before the Congress of American-Soviet Friendship. 


4Donald M. Nelson, “What I Saw in Russia,” Collier’s, Jan. 29, 1944. 
5 Vice-president and chairman of the executive committee. 
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tories, is a practical, level-headed businessman like Colonel 
Cooper, Charles Stuart, Joseph Davies, Reeve Schley, Aver- 
ell Harriman, Edward Stettinius, Wendell Willkie, William 
Batt, and Eric Johnston, and he shares their sentiment: 
“We can, we will, we must” do business with Russia. 


Edward R. Stettinius, Jr., Master of Lend-Lease 

At the second anniversary of the Lend-Lease Act on 
March 11, 1943, Stettinius, as Undersecretary of State, in- 
troduced T. V. Soong, Lord Halifax, and Maxim Litvinov at 
the anniversary luncheon. 


I did not feel [he said later] that the United States was on 
the giving end and they on the receiving. For each of these men 
represented a nation which, like our own nation, was giving every- 
thing to achieve unconditional victory—Russia and China, both 
fighting with undying courage on their own soil; Britain which 
stood fast after Dunkirk when all was nearly lost. We were all 
of us giving everything we had, our blood and our treasure, to 
hasten for all of us the day of victory. 


Russia, certainly will stand out forever as the country and 
the people that paid dearest. More than that, she has heaped 
coals of fire upon our heads. True, the Russians acted in their 
own interest; but—to be honest—who were the silent ones 
as aggression ran rampant in Europe? Litvinov gave warn- 
ing, but the Western powers would not hear. Davies voiced 
warnings, but America was “isolated.” 

“The price of liberty is eternal vigilance.” We did not 
altogether pay that price. Now we are deeply indebted, 
morally and materially, to the Russians. However, reading 
the success story of Lend-Lease as Stettinius has presented 
it,© we feel that a part of our debt has been repaid. We 
thrill to the superhuman efforts of Americans in meeting the 
three protocols signed with Russia.’ 


® Edward R. Stettinius, Lend-Lease: Weapon for Victory (New York: 
Macmillan, 1944). 

7 Ibid. These documents may be found in the Appendix. The three Proto- 
cols began on October 1, 1941; July 1, 1942; and July 1, 1943, respectively. 
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From the name “Lend-Lease,” incidentally, many Ameri- 
cans inferred that these materials—lent to win the war 
which is also our war—were to be the subject of payments 
in cash or kind, as in any commercial sale. And it is startling 
to realize that the people and press of America rejoiced in 
this entirely mistaken idea. It was probably derived from 
a statement made by Nelson after his return from Russia. 
Nelson was the first to correct the error, but according to 
him, at one point in his conversation with Stalin the latter 
said to him, “Any obligation undertaken by this govern- 
ment will be repaid in full and not in token payments.” 
This was wrongly interpreted as referring to Lend-Lease, 
concerning which no such undertaking has been involved, 
the whole being subject to postwar settlement. 

Stettinius also refutes this fallacious notion in his tre- 
mendously interesting volume on the achievements of Lend- 
Lease. This book is a lasting monument to American spirit, 
ingenuity, and efficiency ungrudgingly applied at the eleventh 
hour of catastrophe. It is America at its best. To the question 
of whether we can do business with Russia in the future, 
Stettinius puts his answer bluntly in these words: 


Do we fear Communism in Russia? Why should we? Is our 
faith so weak in our own form of government and in what free 
enterprise regulated in the interests of democracy has done and 
will continue to do for the United States? We have been working 
out our own experiments in our own way for more than a hundred 
and sixty years. Let us continue to do so, and let the Soviet work 
out its own experiment in its own way. We have nothing to fear 
from Russia. We have everything to gain by a close, effective, and 
friendly collaboration with her in our mutual self-interest.® 


Again, in a radio interview, the Undersecretary of State, 
who had been a chief executive of the United States Steel 
Corporation, was asked: “You have been a longstanding 
friend of Soviet Russia, Mr. Stettinius, and you as Lend- 
Lease administrator helped to get war materials to Russia— 

8 Ibid. 
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what do you think about co-operation with Soviet Russia 
after the war?” 
Stettinius replied: 


I have worked closely with the Soviet officials here for over 
three years and I have nothing but admiration for the bravery, 
resourcefulness and determination of the people of the Soviet 
Union. I feel we have everything to gain and nothing to lose from 
a continuing and close co-operation between the Soviet Union and 
the United States, both now and after the war. Anything else 
would be nothing less than tragic blundering for both of us.® 


5. MIRACULOUS BUILDER OF LIBERTY SHIPS 


Henry J. Kaiser, the self-made man who “got things 
done” in the darkest hours of war emergency; who with his 
300,000 workmen built a “Liberty” ship in seven days from 
the laying of the keel to delivery; who constructed tankers, 
troop transports, aircraft carriers and other essential vessels, 
streamlined on the conveyor belt, so to speak, was never 
afraid of Russian competition. 

Today Kaiser is proud to have lent American help to 
complete the magnificent industrial structure the Soviets 
began. His philosophy is one of plenty through “miracu- 
lous production.” For him Russia’s industrial future is a 
“fabulous prospect,” a “gigantic new productive force which 
the industrial nations of the world can welcome.” 

He discarded the concern of economists of the past over 
what we will do when Russia is ready to invade the markets 
of the world with manufactured goods. When that time 
comes, he believes, when Russian industry has been tooled 
and equipped; when it has begun to satisfy the needs of 
its own people, the world will have abandoned the theory 
that any nation can prosper at the expense of another. When 
Russian industrialism matches our own in volume; when 
comforts and conveniences are a commonplace for her 


9 New York Times, Jan. 16, 1944. 
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people, the great mass of mankind throughout the world 
will be seeking goods and more goods to satisfy their newly 
awakened desires. In the new world there will be no place 
for the theories of over-production. “Wealth is something 
men should enjoy—not a few men—but all men. Otherwise 
it is meaningless.” 

For Kaiser there is no inconsistency in the belief that 
men can compete, enjoy fruits of their skills, and at the 
same time work together for a common good. The future 
course of business relations is already being charted. We 
know now some of the things we want to buy and sell to each 
other. There is already an exchange of goods and services, 
and our mutual trade relations hold immeasurable promise. 

Before 20,000 friends of Soviet Russia, at a Madison 
Square Garden meeting under the auspices of the National 
Council of American-Soviet Friendship, Henry J. Kaiser 
concluded his salute to the nascent Russian industry in the 
name of American industry with these words: 


We have not yet appraised the New Age. We are still tugging 
at the millstone of the past. But sacrifice is a divine teacher. 
When men give their lives for their faith, new hope is born. Little 
will come of that hope unless our hearts are right. A modern 
prophet put it this way: 


It is not wisdom to be only wise, 

And on the inward vision close the eyes, 
But it is wisdom to believe the heart, 
Columbus found a world, and had no chart 
Save that of faith deciphered in the skies. 


In spite of misunderstanding, and perplexity, the United States 
of America and the Union of Soviet Socialist Republics have come 
to believe in each other through working together. Such faith is the 
cornerstone of the new world. 
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Wendell L. Willkie, Air-Globetrotter 

The contribution of the late Wendell Willkie to business 
with Russia was mainly in the psychological sphere. He may 
be considered the chief promotor of good will between East 
and West since the beginning of the war, and he proved to 
America that our world has shrunk to a rather small com- 
munity if we go around it by air. He broke down, in a big 
way, our resistance to “the most challenging opportunity of 
all history—the chance to help create a new society of liberty 
and justice, independence and freedom.” 

The unique success of his book, One World,’—lasting 
record of a swift deed in a crucial moment—cannot be as- 
cribed solely to Willkie’s personal popularity or to his 
publishers’ clever publicity. I have always believed that to 
achieve popularity with the mass of the people, any piece 
of art, be it a tune, a picture, a poem, or a piece of writing, 
must contain something of a divine spark. The success of 
a best-seller of any kind may not be a true measure of its 
intrinsic worth, but it will always reflect a stroke of some 
sort of genius that has quickened a people’s soul. 

Willkie undoubtedly created a sweeping rapprochement of 
Russia and China with the United States. He conquered the 
hearts of strange people in strange lands, brought them 
nearer to our hearts, and thereby paved a little of the road 
toward such ambitious pacts as those of Moscow and 
Teheran. 

His optimism and enthusiasm as an individual and his 
sensitivity to the richness of interest to be discovered in 
a Russian dacha or in the administrator of a library, in a 
meal with the eternal vodka, in a Siberian landscape, a Stak- 
hanovite workman, or in Stalin himself, made him a popular 
interpreter of the dme slave. We cannot appraise his sugges- 
tive success with the American people in figures. But his brief 


1 Wendell L. Willkie, One World (New York: Simon & Shuster, 1943). 
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visit to Russia and Siberia did more to open the eyes of 
Americans than any report we have enjoyed from habitués 
of the fields of politics or reporting. He made the isolated 
American people really Asia-conscious for the first time in 
their history. And that means a good deal. 


Eric Johnston—“Unlimited” 

There is hardly a more genuinely enthusiastic eulogy on 
American free enterprise than the credo expressed in Eric 
Johnston’s book, America Unlimited. One wonders why this 
self-made, successful American is considered a radical among 
members of his group, for there is nothing excessively pro- 
gressive in his book. It is rather a reassertion of such old 
American ideals as “freedom,” “opportunity,” “individual 
liberty,” “democracy.” 

Is it perhaps because he has declared dead the know- 
nothing isolation of prewar America—declared that where 
it survives it “already has the musty smell of a museum 
piece”—? Or is it because he recommends for America, in 
relation to other striving nations, “humility and restraint 
in an exceedingly complicated world”—? 

Johnston explains his stand by declaring that he has no 
fanatic urge to make this a uniform world: 


..» Precisely because I have a deep faith in our American peo- 
ple’s capitalism, because I believe it offers greater hope, happiness, 
and opportunity than any other system ever devised by man, I 
can see no cause for fear in the existence of a more or less com- 
munistic system in Russia or of the seeming emergence of a cartel- 
ized government-business partnership in Britain... .* 


Johnston is thoroughly convinced that the nation that 
creates the most goods will have the highest standard of 
living. As we Americans enjoy that distinction today, the 
Soviets can be expected to compete for leadership tomorrow. 


2¥rom: America Unlimited by Eric A. Johnston, copyright 1942-44 by 
Doubleday, Doran and Company, Inc. 
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This inevitable competition, Johnston says, “will have 
something truly titanic.” 

So far one may agree with him, except, perhaps, for an 
overestimation of the competitive character of our relations 
with Russia. For decades to come Russia must concentrate 
her efforts on production of consumer goods for her own 
market. All those who know or have visited the Soviets 
(Stettinius, Ropes, Nelson, Batt, etc.), including Johnston 
himself, have come to that conclusion. Here we must accept 
his later pronouncement, on his return from his Russian 
journey, as the more mature and final judgment. He does 
not now, he says, see Russia as a rival in the trade field “in 
the foreseeable future,” and sees “no prospect within our 
lifetime that she will be an exporter to any large extent in 
the markets of the world.” * But a somewhat dangerous view, 
I believe, is contained in the following statement: 


It is not impossible that in the postwar world our country may 
become an island of free enterprise in a sea of socialized economy. 
Tf that comes to pass we shall obviously be confronted with knotty 
problems of adjustment in our relations with world economy. But 
they will not be insoluble problems... .* 


Here I must express the fear that if such a moment 
actually comes, without co-ordinating efforts all along, it will 
be too late and our “adjustment” may be accompanied 
by a breakdown of unbelievable proportions. Mr. Johnston 
is on the right track when he demands that “we can—and 
we must—learn to adjust differences in external trade rela- 
tions, while following our own way internally.” Especially 
vital and significant to us at the moment is his observation 
that “in the coexistence of contrasting systems, conflict is 
by no means inevitable; it is a race between education and 
catastrophe—and education can win out.” This is a crucial 
point, for again it is easily possible that in the race between 


a See Foreword, p. iii. 
4 Johnston, op. cit. 
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education and catastrophe, education may be too slow and 
too late. 

If I may state my own view here, I am for the safer way 
(though I can very well understand the pleasurable excite- 
ment of a race). I am for a constructive common plan for 
adjustment now. Though the majority of our people will 
subscribe to Johnston’s program for international relations 
in the postwar period,’ I believe that in the interest of 
America a more systematic co-operation between Russia and 
the West is indispensable. 

Mr. Johnston knows that Russia is seeking goods. He is 
a smart businessman and has seen for himself the business 
conditions of our prospective customers and their needs for 
rehabilitation and expansion. His studies of the Russian 
way of life during his visit to the Soviets have apparently 
shown him that the “Big Bear” is indeed a partner and not 
a ferocious beast waiting to devour us. 

Johnston enjoys the confidence of his own group and has 


5 Ibid., p. 230. This program, in Johnston’s opinion, must include: (1) 
Frank acceptance of obligations in maintaining world peace through some 
type of multilateral organization including, if necessary, co-operative policing 
of danger zones. (2) Effective military preparedness as insurance against 
the possible failure of such world organization and as a deterrent to would-be 
aggressors. (3) Tolerance for the political and economic systems of other 
nations, and nonintervention in their internal affairs. (4) The maximum 
encouragement of world trade consistent with American interests. 

6 In his recent trip to Russia he included a very broad tour of the coun- 
try. Invited by the Commissariat of Foreign Trade to accompany Johnston 
were Joyce O’Hara of the U. S. Chamber of Commerce, and William L. 
White, war correspondent and editor-contributor to the Reader’s Digest. 
The party was conducted by V. G. Kirilov, from the Commissariat of For- 
eign Trade, and M. V. Nesterov, president of the All-Union Chamber of 
Commerce; also among its members were news correspondents and Mr, 
Zimenkoff of the Censorship Office. The chicf cities visited were Magnito- 
gorsk, Sverdlovsk, Omsk, Novosibirsk, Alma Ata, Tashkent, and Samarkand. 

William L. White in his Report on the Russians (Harcourt, Brace and 
Co., 1945) has given a gloomy picture of what he saw in Russia. Neither 
Eric Johnston nor journalists such as Bruce Bliven, editor of the New 
Republic, have acclaimed White’s pessimistic presentation. 

His colleague, the American reporter Raymond A. Davies, who was in 
Moscow at the same time, has rectified the most objectionable points in “A 
Letter to William L. White” (Soviet Russia Today, January, 1945). See also 
“The Truth about W. L. White,” pamphlet issued by National Council of 
American-Soviet Friendship, Inc. 
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numerous friends all over the United States. If he will have 
the courage to demand a program of more systematically 
planned co-operation with the Soviets, he will surely find the 
nation backing him up, heart and soul. 


Henry Wallace Speaks the Russian Way 

When Vice-President Wallace told Molotov of his vision 
of a highway and airway connecting Chicago and Moscow 
by way of Canada, Alaska, and Siberia, Molotov—who is 
used to seeing visions turned into realities—said, “We 
shall live to see it.” 

The Russians understand Wallace, a man sometimes de- 
nounced as a visionary for his great dreams of a friendly 
and harmonious world. When he was sent on a good-will 
tour to Russia, he displayed an easy and fluent command of 
the Russian tongue as well as a deep interest in all phases 
of Russian life. The American farm expert worked in the 
fields with the peasants, handled the machinery in the 
factories and studied production charts. He dramatized 
for the Russians in his own person and his own words the 
similarities between his country and theirs. Speaking in 
Russian to a representative group at the Regional Theater 
of Irkutsk on June 1, 1944, the Vice-President said: 


There exist no other two countries more alike than the Soviet 
Union and the United States of America. The vast expanses of 
your country, her virgin forests, wide rivers and large lakes, all 
kinds of climate—from tropical to polar—her inexhaustible nat- 
ural wealth, remind me of my homeland. 

The history of Siberia and her heroic population reminds me 
of the history of the Far West of the United States. The pioneers 
of our countries, in titanic struggle with nature, with the hard 
conditions -of life, fearlessly forged ahead, built new towns and 
villages, a new industry, a new life, for the good of their homeland 
and of all humanity. In this struggle, in this constructive work, 
characters were steeled, the finest human features were developed, 
innate social instincts were manifested and a sense of common 
solidarity asserted itself. 
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In the cause of major postwar reconstruction it will be vitally 
necessary that in the interests of the whole world the important 
role of the northwestern part of the United States of America, 
Canada, Alaska, and Soviet Siberia be recognized. 

These tremendous, sparsely populated territories have been 
conquered both in their agriculture and industry. The duty of the 
United States and Canada is to make resolute scientific efforts 
for the development of their northern districts, as this was demon- 
strated by the Soviet Union in the case of the development of 
Siberia and the Far East. I am certain that by means of an 
exchange of information, seeds, and the best breeds of cattle with 
the Soviet Union, Canada and the United States may considerably 
raise the productivity of all these districts. 


Here is a man who sees down the future to the bright days 
of justice, plenty, and peace for every man. May we all 
live to see his dreams come true! 


7. AMERICAN DIPLOMAT 


The general assumption that British statesmen first 
warned the Soviets of Hitler’s impending attack upon Russia 
in 1941 has recently been contradicted by Sumner Welles. 
Before the end of 1940, evidence from reliable sources had 
already reached the American State Department that the 
Nazi attack was imminent. It was Welles himself who first 
conveyed to Soviet Ambassador Oumansky this information 
which “in the judgment of the State Department was com- 
pletely authentic and consequently should be communicated 
to Moscow immediately.” In his masterpiece of diplomatic 
memoirs, Welles writes: 


... After I had communicated my message, Mr. Oumansky turned 
very white. He was silent for a moment and then merely said, “I 
fully realize the gravity of the message you have given me. My 
government will be grateful for your confidence and F will inform 
it immediately of our conversation.” + 


1Sumner Welles, A Time for Decision (New York: Harper & Bros., 
1944). 
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This is not the only significant service rendered by Sum- 
ner Welles toward the realization of Soviet-American rap- 
prochement. In almost every step in our granting of moral 
or material assistance to Russia he has taken an active and 
constructive part. Though he ascribes the decision in most 
important government actions to the personal initiative, 
political courage, and vision of the late President, there 
can be no doubt that his share in those policies was that 
of a policy-shaping statesman rather than of a routine 
diplomat. 

With unmistakable clarity and rare courage Mr. Welles 
makes the following significant statement about the inter- 
war period: 

In those prewar years great financial and commercial interests 
of the Western democracies, including many in the United States, 
were firm in the belief that war between the Soviet Union and 
Hitlerite Germany could only be favorable to their own interests. 
They maintained that Russia would necessarily be defeated, and 
with this defeat Communism would be destroyed; also that Ger- 
many would be so weakened as a result of the conflict that for 
many years thereafter she would be incapable of any real threat 
to the rest of the world.” 


Welles points to the damage that this “stupendous lack of 
realism on the part of the so-called realists has done in its 
effect on the sentiment of the Russian people and the policies 
of the Soviet government.” We have seen what these policies 
were during the appeasement years. It is heartening indeed 
to find such criticism uttered in retrospect upon these historic 
fallacies by a man who had unique access to the kind of 
information on which such a statement must be based. 

Fortunately, events were stronger than men. The “realists” 
who wanted to defeat the Soviets and weaken the Germans 
now find the Germans defeated and the Russians, though 
bleeding from many wounds, astonishingly strong and 
powerful. 

2 Ibid. 
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8. THE MEN WHO KEPT DEMOCRACY GOING 


On the day when Franklin Delano Roosevelt returned 
from his trip on the Potomac determined to push Lend-Lease 
through against all obstacles, he turned the chariot of capi- 
talistic “splendid isolation” in the direction of world co- 
operation. By accepting Lend-Lease as a matter of principle, 
Congress righted the wrong of Versailles, of President 
Wilson’s tragic defeat, of Genoa and all the monsters of 
debt and reparations which have poisoned the inter-war 
atmosphere for so long. It was a kind of American Thanks- 
giving to Russia, Britain, Greece, Jugoslavia, Norway, Hol- 
land, Belgium, France, China, Luxembourg, Czechoslovakia, 
and all our other valiant brothers-in-arms for their first-line 
defense of liberty for the world. 

Almost alone, our great leader spoke out when appeasers 
saw unmoved the destruction of small countries, minorities, 
races, communities, congregations; when industrialists 
financed the Nazis and world bankers granted Hitler credit. 
In the early days Roosevelt did what he could. He followed 
the lead of Rathenau, MacDonald, and Herriot in extending 
to the Soviets, under fair conditions so far as America was 
concerned, the recognition which had been denied for sixteen 
years. It is sad to think how many precious years of mutual 
aid and understanding have been lost, years which might 
have brought world peace and prosperity.* 

After recognition Roosevelt worked for harmony, keeping 
unadjusted matters hidden from sensation-seekers, urging 
his ambassadors to be firm but tactful. As a result, Russian- 
American diplomatic relations have run more smoothly than 
might be expected, especially in view of the differing phi- 
losophies of government and the years of distrust on one side 
and hostility on the other. 

In fact, throughout his terms of office, American foreign 


1 About 500 college professors and presidents, among other interested 
Americans, had strongly urged the recognition of the Soviet Union. 


Google 


106 WE CAN DO BUSINESS WITH RUSSIA 


policy, while sometimes weak and confused, was always col- 
ored by the President’s respect for every nation’s right to 
direct its internal affairs, so long as internationally it re- 
spected those of others. An Englishman, speaking in rather 
high-flown terms, has expressed what was nevertheless a very 
general feeling toward Roosevelt in the outside world: 


If at this moment democracy can still be acclaimed as the 
political idea of . . . humanity, it is due supremely to Franklin D. 
Roosevelt, who has illuminated the ancient word with his own 
vitality so that it glows again as warmly upon his lips as upon 
those of Pericles in the market place of Athens two thousand four 
hundred years ago. ... The Vatican trusts Roosevelt. Jewry trusts 
Roosevelt. Tormented France trusts Roosevelt. Martyred Poland 
... dogged Holland ...China....Even the poor, poisoned heart 
of Italy beats feebly for Roosevelt. And we in Britain and the 
Dominions of the Empire trust the man who, speaking in our 
common tongue, first gave us the assurance of victory when ada- 
mantine Churchill had pledged our honor and committed us to 
the proud defiance we knew we desired to offer.” 


And .the Russians trusted Roosevelt. With reason. The 
Soviets will always remember that it was he who recognized 
the U.S.S.R. de jure in 1933 as one of the first acts of his 
presidency. True, America was crying out for antidotes 
against depression. She had just passed through the era of 
crash, convulsion, and bank holiday and had fallen into a 
critical state of general business agony. A stimulus was badly 
needed to revive United States foreign trade and commerce. 
But those who have not forgotten the strength of anti-Bolshe- 
vist feeling in American public and commercial offices can 
appreciate what it meant for the American government, 
under new leadership, to cut the Gordian knot of diplomatic 
inhibition. 

The Soviets were also gratified by the President’s repeated 
warnings that war was in sight and that our nation must 
prepare for it (they were less impressed by the political 


2 Compton Mackenzie, Mr. Roosevelt (E. P. Dutton & Co., 1943). 


Google 


MEN WHO BROKE AMERICAN SALES RESISTANCE 107 


obstacles put in the way of the President’s preparedness 
measures). The diplomatic blackout set in with the Ribben- 
trop-Molotov pact, but the lights went on again all over the 
United States when Hitler, by attacking Russia, proved that 
the pact had been merely a time-saving expedient for the 
hard-pressed Soviets. Since then, personal friendships be- 
tween Americans and Russians have flourished in the dark 
hours. 

At Teheran and Yalta Stalin was obviously disarmed by 
the personal charm, sincerity, and common sense of the 
leader of the great Land of Liberty—the country second to 
none in productive capacity: the United States of America. 
He was impressed by the trust that Roosevelt put in his 
policies and answered spontaneously with equal trust. From 
the time of the Teheran pact until Roosevelt’s untimely 
death a common bond of friendship developed between the 
two men: in all important political moves there were ex- 
changes of personal correspondence and cables.’ It was not 
too much to say that “the heart of Russia beat for Roose- 
velt.” 

The Soviet people and Marshal Stalin were shocked and 
grieved by the death of President Roosevelt. In his message 
of sympathy to Harry S. Truman, Marshal Stalin stated: 


On behalf of the Soviet Government and on my own behalf I 
express profound condolences to the Government of the United 
States of America on the occasion of President Roosevelt’s un- 
timely death. In the person of Franklin Roosevelt, the American 
people and the United Nations have lost the greatest political 
leader, of world scope, and herald of the organization of peace 
and security after the war. The Government of the Soviet Union 
expresses its sincere sympathies with the American people in its 
grave bereavement and its confidence that the policy of collabora- 
tion among the great powers which took upon themselves the brunt 
of the war against the common enemy will be strengthened also in 
the future. 


3A direct telephone connection between Moscow and Washington was 
installed by the American Telephone and Telegraph Company. 
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And so it will be. President Truman is one of the people. He 
considers himself a common man and a public servant. He 
will not let the people down. He has expressed his determina- 
tion to follow the pattern set by Roosevelt as far as friend- 
ship with Russia is concerned. He has consecrated his efforts 
to the furtherance of justice and friendship among nations. 
He knows that friendly and prosperous business relations 
with the great people of Soviet Russia will inestimably for- 
tify peace and sustain a long and productive era of world co- 
operation. Truman will not subscribe to Red-baiting in what- 
ever form it may appear. By sending Davies to London and 
Hopkins to Moscow on very successful missions, and by 
meeting personally with Stalin, Churchill, and Britain’s new 
Prime Minister, Clement R. Attlee, Truman has proven his 
great conciliatory talents. He wants the Soviet nation—our 
great comrade-in-arms—to be our great partner in the peace 
that has been shaped at San Francisco and will be completed 
in the years to come. 


Go Og ie 
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1. RUSSIA IS ON OUR "MUST" LIST 


W: HAVE seen how some of our best men have excelled 
in various services extended to our Russian neighbors during 
their most trying times. And we have good reason to be 
proud of their contributions to the growth of a nation of 
such formidable potentialities. Even so, perhaps because of 
the relatively small number of pioneers and progressivists, 
we have badly misappraised the strength of the Soviet State 
and people. We thought their military power insignificant— 
only to see Hitler stopped and driven back into Germany. 
We believed the Russian railway system would break down— 
only to marvel at their shifting of endangered industries thou- 
sands of miles by rail to the Urals and beyond, and still 
maintain the astonishing mobility of their armies. We be- 
lieved that our air superiority would make us almost 
monopolists in that field. In fact, in July, 1943, this assump- 
tion, coupled with our misapprehension of Soviet potentials, 
caused a Wall Street boom in air transport shares. But we 
soon began to hear about Russian interest in reciprocal air- 
lines and large-scale airplane manufacturing after the war. 
Only when Donald Nelson and Eric Johnston returned from 
Moscow did America begin to understand the might of Rus- 


sian industry and armament machinery.* 
1At the end of European War, Max Lerner reported for PM from 
Europe that Soviet Russia, today, could muster about twenty million 
soldiers and equip them, if need be. 
109 
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Today we know that for the first time since the supremacy 
of Rome and Carthage the postwar world will see two power- 
ful nations at one time in possession of the greatest industrial 
and military developments in history. This seems to suggest 
a sound reason for a close and friendly relationship with the 
Soviets in the future. But let us not fool ourselves. If we miss 
the chance to tie their capacities closely to our own, there is 
an equally great danger of our becoming rivals and deadly 
enemies. Either we go on amicably in constructive collabora- 
tion on middle-of-the-road ground—possible through an in- 
telligent social capitalism—or sooner or later socialism and 
capitalism will clash in hideous destruction. 

Our ignorance of Russian-American business potentialities 
is a real stumbling block. Once we understand that, com- 
mercially and geographically at least, there is little cause for 
friction between the two giants, we will be better able to find 
the connecting business links. With our productive and mili- 
tary capacities recognized as an undeniable fact, we must 
profit from our similarities—our relative self-sufficiency in 
food and raw materials, our pioneering and peaceful conquest 
of our young countries, our lack of imperialistic or war- 
mongering tendencies. Geographically there is little reason 
for our countries ever to become enemies if we arrive at 
an understanding in the fields of air, sea, and land transport 
and communication in general. 

Why are our foreign trade and exchange opportunities of 
such overwhelming significance? It is only too obvious that 
the wholesale destruction of large parts of Soviet Russia will 
provide our country with the largest market for export ever 
known. We have proven to be good deliverers and builders. 
The Russians have not forgotten what our engineers and 
businessmen were able to perform in their country. They will 
need us now more than ever for the reconstruction of their 
homeland and heavy industry, and they will want to make 
use of our machinery and products. 

The United States, in turn, has three main economic peace 
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objectives: (1) to make the most effective use of our war 
expansion plants and surplus through a dynamic economic 
policy; (2) to maintain or raise our productive capacity and 
standard of living; (3) to create as full employment in pro- 
ductive enterprises as possible. 

For all these purposes the Soviets are good neighbors and 
co-operators in the best sense of these words. They may be 
poor in financial means and consumer goods, but they are 
rich in manpower, resources, and good will. They will buy 
from us and exchange with us; and they will pay in products 
and gold, and not in token payments, if we find a fair and 
generous modus operandi. 

Our business and banking worlds must find new and en- 
lightened ways and means to adjust our undisciplined laissez- 
faire capitalism to the Russian economic planning system. 
Why not frankly admit that our system has proven faulty in 
many respects and is in dire need of corrections? Why not 
admit the necessity of exchanging our desultory “pump- 
priming” techniques for some kind of planned production 
that reaches the consumer more efficiently? We can no longer 
expose our economy to the booms and crashes of the tragic 
past because a steady American economy and prosperity are 
essential to the well-being of the world. We have had thrust 
upon us the role of the world’s greatest creditor and must 
therefore become its most responsible economist. Further- 
more, peace itself depends very largely upon our credit and 
trade relations. If our blinkered isolationism can be replaced 
once and for all by world-wide mutualism, the first step 
toward a prosperous free world will have been taken. 

Russia’s far-sightedness, her insistence on collective se- 
curity, and her plea for strong opposition to the aggressors, 
were not prompted by altruism, but mainly by realistic self- 
interest—the desire to protect Herself. Poor indeed would be 
any diplomacy which defied the precept that all diplomatic 
moves are determined by self-interest, however wise and 
good they may be. Similarly with the British. They have 
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made amends for every inch of political blundering in the 
long appeasement story by their honest desire, born of self- 
interest, for co-operation. They are no longer afraid. Eden 
and Churchill showed how different British policy might 
have been had they been heeded in the day of Chamberlain. 
They took the initiative in tackling problems of geopolitics 
and collective security. They modeled their security not on 
the checks and balances of prewar imperialism but rather 
on a collective policy worthy of the traditions of that pa- 
trician in security, Lloyds of London. Like a leading Lloyds 
Underwriters group, they built up their policies to play the 
role of co-insurer with China and the Soviets, and invited 
America to assume the role of leading reinsurer. With the 
Moscow Pact and our entrance into the political and socio- 
economic world arena, the United States accepted this vital 
function of principal reinsurer in the world business of 
power relations. 

This should be our policy: To be secure by building upon 
our own strength, statecraft, and productive capacity and 
sharing that strength with all other nations in collective se- 
curity by consent. To be prosperous by helping the battered 
nations of the world toward reconstruction, recovery, and 
joint prosperity. To be free and just by creating a lawful 
new world order of solidarity in which all peace-conscious 
nations of our globe become participants in a caucus of 
dynamic security. 

Much of the success of this world insurance business de- 
pends upon the co-operation and active peaceful collabora- 
tion of the powerful Soviet Union with us and all other powers, 
large and small. No statesman can afford to relapse into a 
balance-of-power coma. Churchill, whose magnetic person- 
ality earned the world’s gratitude and a place in British 
history alongside Disraeli, had to step down and yield to 
the evolutionary change in the social concept of Europe. A 
conservative policy toward Greece, Italy, Spain, and Russia 
could not survive in a world determined to break with the 
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past. Soviet Russia and the United States are both peace- 
loving nations. If they succeed in finding common ground of 
co-operation, the others must follow. Let us, therefore, try 
to the best of our abilities to show how the “business” of 
peace can be started. 


2. HOW TO DO BUSINESS WITH THE SOVIETS 


During our reconversion period and in normal peace 
times to come, the American business world will be more 
interested than ever in knowing concretely how we can do 
business with Russia. As the Soviet Union is almost certain 
to be one of our largest future customers, thousands of pro- 
ducers, manufacturers, exporters, and importers who have 
never done business with the Soviets will be vitally interested 
in the business methods and approaches applicable in dealing 
with them. A brief practical explanation of how our business 
with Russia is normally transacted may be helpful here. 

The main difference in business policy between our two 
nations is this: in the Soviet Union, export as well as import 
is a state monopoly. There are therefore a number of state 
importing and exporting agencies that act as what might be 
termed fiscal agents for Soviet co-operative enterprises in 
the matter of importing commodities from foreign countries 
and exporting Russian commodities to foreign countries. 

For example, any manufacturing enterprise in the Soviet 
Union desiring to import an American machine orders that 
machine through the export-import agency, such as Ma- 
chinoimport, or Stankoimport, or Technopromimport, that 
handles that particular type of machinery. The import 
agency will then order the machine either directly by mail 
or through Amtorg, the agency representing all the import- 
export agencies of the Soviet Union. The American branch 
of Amtorg is the Amtorg Trading Corporation, with offices. 
at 230 Madison Avenue, New York City. Amtorg here 
inspects the American machine before shipment to the 
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Soviets where it is received by Amtorg and then sent oñ to 
the Russian factory or plant that placed the order. Amtorg 
will also pay the American company for the machine in 
question in American currency. 

However, this indirect manner of ordering equipment from 
the United States does mot preclude the American manufac- 
turer from communicating directly with his Russian cus- 
tomer—the factory that will use the machinery. Any Ameri- 
can company can contact plants and factories in the Soviet 
Union through advertising in periodicals, buyers’ guides, or 
visits by representatives. Inquiries to the American manu- 
facturer about his products may come either directly from 
the Soviet enterprise, or through Amtorg, or through the 
import organization in Russia.’ However, it must be under- 
stood that the order for the American product will not come 
directly, but always through the Soviet import agency or 
Amtorg. 

The same arrangements are made for American importers 
of Russian commodities. The American company buys either 
through Amtorg or by direct arrangement with the appro- 
priate Soviet export organization. The State Bank which has 
deposits and accounts in many countries, provides the money 
to cover the transactions and through correspondence makes 
payments and collections abroad of all foreign currencies 
involved in trade. 

In some cases arrangements have been made whereby an 
American importer became the sole receiver of the entire 
supply of a given Russian commodity. The American im- 
porter in turn, in the capacity of jobber, resold that product 
to other American enterprises. In the case of furs, American 
importers attend the annual auction in Moscow—attended 
by fur importers from other parts of the world as well—and 
the purchases are made at that auction. This is the common 
method of selling furs throughout the world. 


1 Amtorg in New York publishes a Guide For Russian Buyers containing 
a list of American firms and their articles of interest to Russian importers. 
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These, in essence, are the mechanics of import and export 
business in the Soviet Union. It is a simple method and does 
not differ radically from general methods except that final 
negotiations are made with state agencies rather than with 
the ultimate customer or the source of supply. 

Americans have often asked this question: Can export 
offices or agencies be set up in the U.S.S.R. to represent 
American products? There is no law against it, but thus far 
no such arrangement has been made by a foreign company, 
although many American and other foreign companies have 
maintained representatives in the U.S.S.R., in some cases 
for many years. The real reasons against a practice of this 
sort have been economic rather than political. For a number 
of years the foreign trade of the Soviet Union did not reach 
proportions that warranted such methods of doing business. 

The expected postwar expansion of Soviet-American busi- 
ness will no doubt induce American businessmen to travel to 
the Soviet Union in prearranged groups and tours; and vice 
versa. Soviet trade and producer groups will come to the 
United States to become better acquainted with their Ameri- 
can business associates. The American-Russian Chamber of 
Commerce will again open a. branch in Moscow and new 
life-blood will flow in former business channels. Already, an 
international trade exhibition has been scheduled for 1946. 


Business Principles in Dealing with Russia 

Fair play must be the rule in every respect on both sides 
if we want to do the kind of business with Russia that is 
mutually profitable. Commercial relations not based on give 
and take and on decent business principles will be shortlived, 
if they come into existence at all. The fact that the Soviets 
need Western commercial, industrial, and financial help does 
not mean that we can dictate terms or do with them as we 
please. 

There are certain aspects of the prewar capitalist era to 
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which no Soviet regime will ever subscribe. There seems to 
prevail a rather naive attitude on the part of Western peoples 
in their relations with the Soviets. Wallace Carroll may be 
right when he states, in his interesting reports: 


It goes without saying that American policy toward the Soviet 
Union must be realistic and hardboiled—as hardboiled as Soviet 
policy. The Soviets will understand that. What they will not un- 
derstand is kowtowing and scraping. There will be no need to send 
a pink or mauve ambassador to Moscow; the Soviets would not 
comb their concentration camps for a Czarist banker, fit him out 
with a new tailcoat, spray him with eau-de-cologne, and send him 
to Washington. The United States government need not compro- 
mise with American communists. The Soviet government does not 
compromise with opponents of the Soviet system within its 
boundaries. But while being firm, American policy will also have 
to be fair.? 


Another reporter from Russia may not be altogether mis- 
taken, either, when he said that Stalin was “bored” with 
a British diplomat who talked to him for hours about social- 
ism but was “delighted” when Ambassador Davies talked 
business with him. Stalin may not like salon Communists 
and may prefer to talk with plain outspoken capitalists be- 
cause he knows what he is up against when dealing with 
them. But this does not imply that he agrees with their views 
or can be more easily taken in by them. Stalin will not turn 
capitalist. 

The principles on which the Soviets are basing their aims 
for international economic co-operation and trade were ex- 
pressed by Stalin in 1939 in these words: “We stand for 
peace and the strengthening of business relations with all 
countries. That is our position as long as these countries 
maintain like relations with the Soviet Union, and as long as 


2 Wallace Carroll, We’re In This With Russia (Boston: Houghton Mifflin, 
1942), 
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they make no attempt to trespass on the interests of our 
country.” 


Principles of Soviet Foreign Trade 

In the U.S.S.R all foreign trade is a government monopoly. 
It is part of the nation’s planning organization. In order to 
pay for the goods and services needed from the outside for 
the Five-Year Plans, the Soviets must sacrifice certain goods 
for export, though in many cases they would prefer to keep 
them at home to meet the urgent needs of the people. Bal- 
ances originating from trade with other countries are usually 
settled in gold, of which, as we have seen, the U.S.S.R. has 
the second largest production in the world. 

In commercial relations witH individual countries, the 
Soviets have not let balances accumlate with any one country 
but have insisted on settling them as promptly as possible. 
Nor do they rely too heavily on any one source of supply but 
prefer those sellers on the market who will grant the most 
favorable credit terms. In their urge to develop the rich inter- 
nal resources of the country, Russia has never resorted to 
trade tricks and subterfuges, Nazi-style. The Soviets have 
proudly considered themselves a “have” nation and have 
paid with home-produced gold or other raw materials for 
whatever was needed to replenish their national wealth. By 
tradesmen and businessmen all over the world they are con- 
sidered shrewd and intelligent merchants, keenly alive to 
their own interests but extremely prompt, fair, and upright in 
their dealings. 


International Economic Co-operation 

Their record for international economic co-operation is 
equally excellent. Not only have the Soviets never hesitated 
to help their neighbors if help was needed, but they have 
helped time and time again as they did, for example, when 
Turkey needed interest-free loans or industrial equipment. 
They have also granted outright gifts in times of disaster, as 
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in the case of the Turkish earthquake. Similarly, they have 
helped the Mongol People’s Republic and China, to whom 
they have delivered war material, machinery, etc. As a mat- 
ter of principle, in the past the Soviets have definitely not 
liked bi- or multilateral transactions, and have for the most 
part used direct and unilateral tradeways. This may be 
changed at the end of the present war. The Soviets are pre- 
pared, for instance, to deliver Soviet-produced machinery to 
China in return for Chinese raw materials which they in turn 
will exchange for machinery, etc., imported from the United 
States. Or they may use other multilateral means in trading 
with foreign countries. 
In the Anglo-Soviet Alliance we read: 


The High Contracting Parties agree to render one another all 
possible economic assistance after the war. [Pt. 2, Art. VI.] 

In the final determination of the benefits to be provided by the 
United States...the terms and conditions thereof [i.e., for the 
U.S.S.R. in return for Lend-Lease aid] shall be such as not to 
burden commerce between the two countries, but to promote 
mutually advantageous economic relations between them and the 
betterment of world-wide economic relations. To that end, they 
shall include provision for agreed action by the U.S.A. and the 
U.S.S.R. open to participation by all other countries of like mind, 
directed...to the attainment of all economic objectives [of the 
Atlantic Charter—Art, VII, United States Agreement, June 11, 
1942]. 


It is to be devoutly hoped that Lend-Lease arrangements will 
be carried out in this spirit and not in the expectation of 
cold cash. 

One may note further that the Soviet Union has partici- 
pated in international economic conferences and commodity 
agreements such as the wheat agreement, the United Nations 
Food Conference, monetary conferences about international 
clearing and credit at Bretton Woods, and the UNRRA. 
Every American—even the most conservative—will readily 
agree that there is hardly anything in the world that would 
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contribute more to a working friendship among peoples and 
peace on earth in general than a close and mutually advan- 
tageous economic collaboration with the Soviets. And the 
obstacles still in the way of such economic co-operation are 
not insurmountable. They originate for the most part in 
social and political misunderstanding and lack of respect 
for each other’s social system and internal affairs. However, 
as mutual respect grows between the Soviets and other 
peoples and more authentic information is given the public 
in the spirit of good neighborliness and mutual interest, these 
obstacles will vanish. 


3. POSTWAR OPPORTUNITIES IN RUSSIAN TRADE 


E. C. Ropes, Russian Specialist, U. S. Department of 
Commerce 

Among the men who can look back over a long period of 
dealings and experience with Russia is Ernest C. Ropes, 
Russian specialist of the Department of Commerce. In an 
interview Mr. Ropes readily expressed his view on various 
aspects of Soviet foreign trade: 


There seems to be a definite market in the U.S.S.R. for machine 
tools; for railroad, automobile, and air transport equipment; for 
oil-well and refinery equipment, especially the latest methods of 
producing high octane gasoline; for electrical equipment, a field 
in which America stands at the top, and for manufacturing plant 
equipment of many kinds, including foodstuffs processing, chem- 
ical, textile, and other machinery. 

And it is not unlikely that the Soviet Government will modify 
its long-standing policy of importing chiefly producers’ goods, 
and will purchase quantities of American automobiles, refrigera- 
tors, vacuum cleaners,-and many other products that will add to 
the comfort and ease of the population. 


Mr. Ropes added that despite the friendliness of Russians 
toward Americans and their interest in and wide use of Amer- 
ican products and processes, the United States will not be 
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the only supplier of Soviet needs—already other countries 
are studying the future Russian market. 


England, for example, which has traded with Russia for over 
three hundred years, is training men to push its commercial inter- 
ests there after the war, and English manufacturers are reported 
to be forming associations or domestic cartels to co-operate in 
obtaining Soviet orders. 

Sweden, an even nearer neighbor, with a solid position in the 
Soviet Union for certain classes of goods, has established a Rus- 
sian Institute at the University of Stockholm with the support of 
Swedish exporters, to study the U.S.S.R. and to estimate its 
probable needs. And it seems hardly possible that a beaten Ger- 
many will not endeavor to seek a revival of its industry, what 
remains of it, by helping to rebuild the wrecked industries of the 
Soviet Union on almost any terms the latter as conqueror may 
suggest. ` 


Mr. Ropes pointed out that here the United States has an 
initial advantage which it would be a pity to lose. He re- 
called that trade between the United States and Russia had 
risen in the year before the German attack to more than 
$100,000,000,' with our exports standing at $87,000,000.° 

Since the outbreak of war between the Soviet Union and 
Germany, he added, the United States has become the chief 
source of Soviet imports, most of which have been supplied 
on Lend-Lease account. The Lend-Lease Administrator has 
released statistics showing that total shipments from March 
I, 1941, to June 30, 1944, amounted in the aggregate to 
$9,109,274,000. The largest item was aircraft and parts 
(11,000 planes since October, 1941), and the second largest, 
industrial equipment to make airplanes and other imple- 
ments of war. Ordnance and ammunition came next, with 
tanks and motor vehicles close behind. Then there were 


1See Trade of the U.S.S.R. with the United States in 1940, International 
Defense Service, Department of Commerce. 

2See Foreign Trade of the United States in 1938, pp. 93-96, Table 34, 
giving statistics of principal commodities in trade between the U.S.S.R. and 
the U.S. in Europe and Asia. 
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foodstuffs, insuring a supply of sustaining food for the Red 
Army. And finally, in the last two years we have sold to the 
Russians a number of ships, old and new, in which they 
carry their purchases from our west coast to their own home 
ports in the Far East, whence the Trans-Siberian railroad— 
or railroads, if the Baikal-Amur trunk line is in operation-— 
hauls them to the battle-line. 

The latest report of the Lend-Lease Administrator throws 
even more light on the needs of the Russians. To reinforce 
the overburdened Soviet railroads we have sent well over 
100,000 tons of rails and accessories, block signal equip- 
ment, and $147,424,000 worth of motor vehicles and parts, 
mostly jeeps and trucks. On the battlefield the Soviets have 
used not only American guns and shells and bombs loaded 
with our explosives, but also our telephones and wire for 
their communications. 

Russian manufacturing plants have turned out vast 
quantities of munitions. Many of these plants were evacuated 
from the Donets Basin and the Ukraine in 1941, but not all 
of them could be moved. To help the Russians in their task 
of supply we have sent raw materials and machinery in 
large quantities, including aluminum, copper, steel, molyb- 
denum, zinc, nickel and machine tools; even complete fac- 
tories, such as an electric plant and an automobile tire 
factory. 

Most important have been the shipments of foodstuffs for 
the fighting forces, totaling more than $900,000,000. These 
include meat, butter, wheat and flour, dried milk and eggs, 
sugar, and other goods, and 17,000 tons of seeds for plant- 
ing. “That these and other supplies have contributed heavily 
to the success of Russian arms,” said Mr. Ropes, “has been 
clearly shown.” He went on to comment: 

America is the favorite foreign nation in the eyes of the Rus- 
sians when it comes to building up their modern industries, mech- 
anizing their extensive agriculture, and expanding their railroad 
network. The Soviet automobiles and tractors, most of their agri- 
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cultural machines, their coal mines, and their oil wells and re- 
fineries are all modeled after American originals, and American 
machines and manufacturing or extracting processes are used 
everywhere. American canneries, packing houses, bakeries and 
dairies are duplicated in the U.S.S.R. 

Parallel with the sale of our goods and processes have gone the 
services of our engineers, chemists, builders, and skilled workers. 
... With no political or territorial ambitions, Americans have 
easily made friends with the Russians, high and low, and have 
been welcomed as instructors...in the Soviet Union’s attempts 
to develop its natural resources and the native genius of its people. 


W. L. Batt, Apostle of American-Soviet Friendship 

One of the best authorities on Soviet-American trade rela- 
tions and an outstanding interpreter of how to do business 
with Russia is William L. Batt, Vice-Chairman of the War 
Production Board.’ 

Mr. Batt believes that there cannot be a peaceful world 
for any length of time unless the United States takes it place 
in that world—a place dictated by its size, its resources, its 
integrity and its own best interests. In taking that place in 
world leadership, this country must make every effort to 
facilitate and participate in an increased world trade. 


...A larger and larger flow of world trade is one of the essential 
means by which fuller employment in the United States can be 
provided, by which a better and better standard of living in the 
United States can be made possible. This is the direct antithesis 
of the fears we have had that lower wages and a reduced standard 
of living were the likely results of a friendlier attitude on the 
part of this country toward the importation of more rather than 
less goods from abroad. 


As for Russian goods needed in this country: 


8See also his speech before the Colorado Council of American-Soviet 
Friendship, December 2, 1943. Mr. Batt is United States member and repre- 
sentative on the Combined Raw Materials Board and Combined Production 
and Resources Board; in civilian life, president of S.K.F. (roller bearings), 
Philadelphia, Pa. 
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This war has produced and will continue to produce . . . devices 
about which we merely dreamed five years ago. To supply the 
materials for these new items, Russia, as well as the other coun- 
tries involved, has been forced to unearth and to develop unex- 
plored resources. I have no doubt that when this war is over we 
shall find in Russia large untouched reserves of materials which 
had been short in world supply—even in peacetime. Specifically, 
she will have the precious metals platinum and iridium, of which 
we have virtually none. Available also will be her large supplies 
of high-grade manganese, which a fully operative steel industry 
may need. From her great agricultural districts, Russia will proba- 
bly produce hides to supplement the world’s supply. The United 
States can use more wood in certain grades than North America 
can produce; Russia in peace can supply from her great forests 
what we need. And there are always the matchless Russian furs— 
I suppose the whole world could never supply enough furs to 
satisfy the American woman! 

On the export side of the board, mining machinery is one item 
which has always proved itself to be of inestimable value in world 
trade, and I should venture to guess that her [Russia’s] require- 
ments will increase rather than decrease with the end of the war. 


Mr. Batt also mentions the British and Swedish prepara- 
tions for postwar trade with Russia. As to our own policy 
along this line he says: 


Whatever may be one’s conviction as to the part which govern- 
ment should play in business at home, it seems to me inevitable 
that the course of development of foreign trade must lean sub- 
stantially on assistance from agencies of government. For the 
conduct of our business at home we can make our own rules when 
and as we want, but we can’t make the rules for other countries. 
Businessmen abroad, when they are trading with us, are likely 
to have the fullest possible assistance of their governments. It 
seems to be quite clear that unless American businessmen co- 
operate with and have the same support from their government, 
we shall be at a great disadvantage. That calls for the strongest 
possible organization in those agencies of the United States gov- 
ernment which have to do with foreign trade, and a desire ou 
the part of business to work with them. 
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With such a joint approach, it would seem advisable at the 
earliest possible time to undertake a broad program of studies 
of what European countries could buy from us and more particu- 
larly what we could buy from them. The organization of the 
mechanics for implementing the recommendations which would 
follow will take time and should be thought about now.* 

... The State Department and Congress have made an effective 
beginning in the Reciprocal Trade Agreements program. It remains 
for intelligent business leadership, backed up by more and more 
people who will understand the vital nature of these far-reaching 
problems, to make the program work. This will be their great 
contribution. 

Russia today is abundantly doing her share of the spade work 
necessary to the establishment of a better world. We pay en- 
thusiastic tribute to those courageous men and women in Soviet 
Russia who are sacrificing so much.... History will hold her 
brightest pages for the story of their heroism. Let it never be said 
that the American people failed in gratitude. 


Thus we see that the Soviets’ need for foreign goods is 
practically unlimited. More than sixty million people—about 
one-third of the population—are homeless and in want of 
food and clothing. Fifty thousand tractors (in times of peace 
used three times more per day than we use our 150,000 


4“In the area of postwar education, I would hope,” said Mr. Batt, “that 
our colleges would pay especial attention to training more and more of their 
better students for service in the foreign trade agencies of government. If 
such specially trained men are to be attracted to public service in any con- 
siderable numbers, they must be encouraged to expect that their jobs will 
be reasonably fixed and independent of shifts of political party. I have no 
hesitation in asserting that it is the very high quality of the Civil Service 
personnel in Great Britain which has contributed so much to her efficiency in 
government. We must seek a similar standard on a much larger scale.” 

Since this was stated, The Foreign Service Educational Foundation in 
Washington, combining the School of Advanced International Studies and 
Foreign Service Training Center, both under the directorship of Halford L. 
Hoskins, has been organizing just such educational activities. Cornell Uni- 
versity has, for many years, given courses on Russia’s social, political, and 
economic life. Columbia University has established a Russian Institute 
(through a grant of the Rockefeller Foundation) to begin operations July 


1, 1946. fessor Geroid T. Robinson has been appointed director_of the 
Russia: i o tram American specialists tt Russian affairs 


and to engage in research-to promote a better understanding © 
Union.” z 
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American tractors) are partly worn out or destroyed, but 
urgently needed to plow the fields. Machinery of all kinds 
and descriptions must be provided. Rolling stock, never 
sufficiently produced in Russia, has been removed or blown 
to bits. Railroad lines, entirely inadequate even before the 
war, must be rebuilt and new lines developed. Copper wire, 
generators, turbines and above all, mining machinery, ma- 
chine tools, and machines to build machines are wanted. 

Russia wants to buy from us, for at least the first three 
years, two or three billion dollars’ worth of capital goods 
annually. She needs some fifty million freight cars, three to 
five thousand locomotives, many self-propelled river craft, 
barges and boats, icebreakers, automotive and air transport, 
mining and oil-well equipment, road construction machinery, 
telephone, telegraph, and electrical equipment, and machin- 
ery for octane gasoline production. The Russians want 
manufacturing equipment for chemical, textile, foodstuff- 
processing and similar factories and mills. They also need 
ready-made products for a while—even food, clothing, and 
footwear. In brief, Russia needs about ten billion dollars’ 
worth of American goods in the next few years. 

The United States, on the other hand, has not only main- 
tained but actually increased her productive capacity during 
the war. Instead of four to five thousand planes, we will be 
producing between one hundred thousand and one hundred 
and fifty thousand at the end of the war. Our steel production 
will have grown from sixty to ninety million tons. What this 
means can be seen by comparing this gigantic production 
with the fifteen to twenty million tons of steel presently pro- 
duced in the whole of Russia. Aluminum production in the 
United States grew from three hundred million to two bil- 
lion two hundred million pounds a year. In other words, in 
the production of all those materials that Russia needs, we 
have tremendously increased our capacity. Is there any doubt 
that for America, greatly interested in maintaining her 
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capacity, doing business with Russia and supplying her with 
all these needed goods is a must rather than a desire? 

After the war, in order to keep up our standard of living 
and employment we will have to maintain a national income 
of about a hundred and fifty billion dollars. About 10 to 25 
per cent of this amount must go into export, instead of 1 to 3 
per cent as in the past. In other words, we must export 
American products to the amount of fifteen to forty billion 
dollars a year. We will therefore heartily welcome Russian 
purchases of American products. 


The Problem of Financing 

Many American businessmen who are not themselves 
financial experts, are now pondering these needs and future 
business relations with Russia. The following is a statement 
by officials of the United Engineering and Foundry Com- 
pany: 

The prospects look very bright. The war has caused the de- 
struction of probably 40 to 50 per cent of the steel industry in 
Russia, all of which will have to be rebuilt and replaced. The 
devastation of Russia during the past two years of war has been 
on so large a scale that the Russian post-war demands will be as 
large, if not larger, than they have been since the Lend-Lease 
arrangement was entered into. 

Upon conclusion of hostilities in Europe some financial instru- 
mentality will have to be devised which will permit the U.S.S.R. 
to obtain the machinery they will need on a basis of credit that 
will be mutually satisfactory to them and to the American manu- 
facturer. 

Without ample credit facilities extended to them the purchases 
of the U.S.S.R. in the United States would be very limited. 


The engineer-leaders of the Arthur G. McKee Company 
speak in like vein: 

As a suggestion for improving Russian trade relations, it might 
be worth while to state that, had an institution like our Export- 


Import Bank been functioning in the days of the Five-Year Plan, 
a much larger amount of business for American firms would un- 
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doubtedly have resulted. Many firms were hesitant about extend- 
ing credit, and the lack of government-sponsored credit insurance, 
such as that furnished by the German and British governments, 
prevented much equipment being placed here for which the 
Russians indicated a distinct preference. 

So far as our own business is concerned, it had always been 
done on a practical cash basis until recently when some purchases 
were made from us under the sponsorship of the Lend-Lease 
authorities. 


Finally, I have discussed this subject with a leading Russo- 
American practitioner in the field of Russian exports to the 
United States. I am not able to disclose his name, but he is 
a man of unusual practical knowledge and unique vision 
regarding the future of trade relations between the two great 
countries. His comments are so informative that they war- 
rant recording, even anonymously. I can personally vouch 
for his knowledge. He estimated that after the war Soviet 
Russia would have to export to the value of five hundred 
million dollars yearly in order to fill her needs and to meet 
her obligations in repayment of interest plus amortization 
(say two hundred and fifty millions each) of the credits 
needed from the United States and other countries. But not 
more than one hundred million dollars—and this is an opti- 
mistic figure—would Russia be able to pay in products. Sev- 
eral years (at least three) would be needed before this figure 
could be stepped up to, say, a hundred and fifty million. If 
Russia receives inexpensive credit to buy much-needed goods 
and means of production abroad, the figure might be in- 
creased to three hundred million—say in five years—and to 
five hundred million in another five years." 

This, Mr. X declared, must be the basis for the kind of 
ten-year credit plan that Russia needs, with amortization on 


long term, perhaps some thirty years. (In the first five years 
6 At present, Russia can export annually about forty million in goods to 
the Western Allies (Britain, Canada, U.S.A.). During the last ten years 


before the war the average export figure was twenty million per annum to 
America alone. 
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about five billion would be needed; in the last five another 
five billion.) It is only logical that for the first three years, 
at least, any repayments on the credit should be suspended. 

Russia will come to terms with Germany, Mr. X believes, 
on a five- or ten-year credit and production plan, independent 
of our own willingness to grant her credit. In all probability, 
Russia will keep both a long-term planning agreement with 
America (and other Western powers) and one with Ger- 
many. For some time, a Russian trading commission in the 
United States has been negotiating with some thirty leading 
industries to discuss purchases of material and machinery 
urgently needed in the Soviet. 

When I remarked that German industry has been widely 
wrecked through air raids, he answered that if only 25 per 
cent of Germany’s industry is left,’ for various reasons which 
I will not elaborate here, Russia will be forced to use it. 
When I asked whether the shipping problem would impede 
Russo-American trade I was answered with an emphatic 
“No!” There will be satisfactory shipping facilities and Rus- 
sia will build and buy ships wherever she can get them,” if 
possible from the U.S.A. All future Soviet trade relations 
with the West will depend upon the inexpensiveness, size, 
and term of credits, and the willingness of our businessmen 
to import, hold, or distribute Russia’s limited exports. 

Mr. X divided exportable Russian goods into three cate- 
gories: 

(1) Less than half of the exportable goods will consist of 
what he termed “natural products” (excess raw materials 
which she can spare without depleting her reserves too 
much). 

(2) “Manufactured and semimanufactured goods” such 
as foodstuffs and consumer goods. 


€ It is generally estimated that in spite of the destruction German industry, 
partly underground, has increased during the war by about a hundred 
billion gold marks, or roughly forty billion dollars. 

7 Under the armistice, Finland, Rumania, Bulgaria, etc., have to place ships 
at the disposal of the Soviets. 


Google 


WHY BUSINESS WITH RUSSIA? 129 


(3) “Reconversion surplus,” i.e., pig iron, coal, and ore 


that cannot be processed in Russia until machinery is re- 
paired or replaced. Timber also belongs to this category. 

This statement gives a clear and realistic idea of Russia’s 
export possibilities and the kinds of arrangements needed to 
bridge the gap. We can see that entirely new ways and means 
will have to be developed to finance these transactions. 

In short-term foreign credits the Russians will never be 
deficient. As we have seen, their record of prompt fulfill- 
ment of financial obligations in this respect is too excellent to 
be forgotten. But in another field the Soviets will need our 
assistance because the techniques are still lacking. I mean by 
this inexpensive long-term creative credits from the outside 
for reconstruction, new construction, and development of the 
U.S.S.R. in general. The old scheme of foreign loans will not 
work in this vital field of mutual support. We cannot jump 
from Lend-Lease, which does not enforce repayment, amor- 
tization, interest, or cost, to the exact opposite. There must 
be at least a transitory regard for nations weakened by war. 
An entirely new system and philosophy must be developed. 
Why mutual support? Because we in the Western world are 
just as much interested in this new modus vivendi as are the 
Eastern peoples. We need an outlet as much as the Soviets 
need an inflow. 

Our new philosophy of public debt è will force us to create 
a new system. In the future, we will not be able to balance 
our internal budget without an external budget. We will not 
be able to produce, export, import, and maintain our stand- 
ard of living without achieving a common ground of capital 
creation and expansion with the rest of the world. The gigan- 
tic bridge between Western capitalism and Eastern socialism 
must be built through a Bank of Nations, a short-term and 
above all, long-term credit-issuing bank. 

Of this we will see more in the following chapters. 


&See Harold G. Moulton, The New Philosophy of Public Debt (Wash- 
ington: Brookings Institution, 1943). 
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THE FINANCING OF 
AMERICAN-RUSSIAN BUSINESS 


1. PRODUCTION FOR USE OR FOR PROFIT? 


l- THE future the nations of the world, instead of experi- 
menting with unplanned “deficit-spending,” will be forced 
more and more into planned reconstruction and production 
for use. They will have to find the best production and distri- 
bution system with which to satisfy the consumer. 

The deficiency of a purely individualistic or laissez-faire 
system has been proved to be that, despite the unquestion- 
able incentive of production for profit, earnings and profits 
are not infrequently withheld from constructive investment 
for production in the common interest. Those who earn the 
profits often divert them for use in their own personal inter- 
est, which is not always identical with common benefits. This 
is the privilege of the free enterprise system; however, it is 
one of the reasons why, during depressions, these areas of 
the national economy are unavailable and the government 
is obliged to make public funds available to fill the gap. 

During depressions, huge public debts are piled up and 
the budget is wrenched out of normal order. Since in indi- 
vidualistic countries there is no controlling power to organize 
the process of profit disposal and investment, production 
cannot be systematically geared to use. The consumer is the 
loser. This disordered and unplanned freedom of profit dis- 
posal is especially awkward for capitalist countries in time 
of war. If the profits—hidden or open—could be plowed back 
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into the most essential production, the current generation 
would largely pay the war bill. But as discipline is resented 
in a free enterprise country and individual selection of in- 
vestments is preferred, there is no longer an equilibrium 
between public expenditures and income. The government is 
then gradually forced to impose regulations, enforced sav- 
ings, excess-profit taxes—and still the profits are not re- 
employed for the most productive uses of the country. 
Fortunately our own country has not yet been exposed to 
large-scale destruction and has maintained and apparently in- 
creased its productive capacity with the help of the govern- 
ment. How much has been wasted in our profit system how- 
ever; how much is unproductive and entirely lost during this 
war, remains to be seen. 

Soviet Russia operates on the opposite principle of pro- 
duction for use. How well this system functions we cannot 
yet judge, largely because the threat and then the actual 
brunt of war have played havoc with large parts of Russia’s 
economy. It is, however, a wise move to study this economy, 
so radically different from the free and unfettered enterprise 
that Americans still cry for in their longing to return to the 
good old days of “every man for himself and the devil take 
the hindmost.” 

In an ideal production-for-use economy, planless overpro- 
duction as well as underproduction are replaced by planned 
and adequate fulfillment of the consumer’s needs. In the 
disorganized laissez-faire economy, increase in production, 
e.g. through rationalization, is accompanied by the artifical 
creation of demand through efficient salesmanship, publicity, 
and advertising. But when depression sets in or demands and 
tastes change, the result is overproduction; or, in a rising 
market, underproduction may occur. Laissez-faire capitalism 
has never been able adequately to satisfy the consumer. It 
has stimulated production for production’s sake rather than 
for the express purpose of filling consumer needs. Produc- 
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tion-for-use economy, on the other hand, plans for adequate 
production of the things most urgently needed. It begins 
with the consumer and his demand and ends with the pro- 
ducer and his capacity. 

We know that the demands of the consumer in the 
U.S.S.R have been fulfilled only to a limited extent. However, 
production for use is being strictly developed as a conscious 
public policy. If such a policy, rigidly carried out, can be 
maintained in a wealthy country like Russia—and I believe 
it will be—it may exercise a tremendous influence on world 
economic affairs after the war. It may force the rest of the 
world to organize investments and plow back profits into 
more productive channels. It may also serve as a control 
experiment for other nations, some of whom may adopt those 
methods of planning that seem most workable in a largely 
free enterprise system without subjecting their countries to 
such ruthless and total upheaval as the communist revolution 
of Russia. But the influence of the Russian kind of invest- 
ment (geared to the most productive uses) on the business 
cycle is gradually being recognized by economists the world 
over. Capitalistic countries will no longer be able to ignore 
it. If private enterprise does not act accordingly, government 
will have to. 


2. AMERICAN BANKING RELATIONS WITH 
THE U.S.S.R. 


Banking and Credit in a Production-for-Use Economy 

How is production for use made to function in Soviet 
Russia? We are naturally familiar with our own banking 
system. It will be helpful in our discussion and perhaps use- 
ful to those who may have dealings with Russia in the future 
to see how the Soviet banking system works. 

The expenditures of the government almost equal the total 
income of the U.S.S.R.; thus the budget is being “balanced.” 
The annual budget was about 45 billion dollars in 1941, 
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47.4 billion in 1944.7 The 1945 budget is estimated at 50 
billions, of which 45 per cent is considered victory financing. 
Money in circulation is adjusted to needs and to the con- 
sumer goods available to cover those needs. It is flexibly 
based on the standard of precious metals (a managed cur- 
rency) because gold is used for foreign purchases to insure 
confidence in Russian economy abroad. Although the bud- 
get can be adjusted to any political requirements of the 
state machinery, the entire Soviet economy has been geared 
constantly toward increase in construction and, above all, 
production. In a planned economy, strictly regulated toward 
the increase of production of needed goods, inflation can 
be mastered through the organization of supply and the 
fixing of prices. Once the productivity is large enough to 
satisfy the consumers, the problem has solved itself. Men 
and goods have hegemony over money, and production for 
use becomes a fact. 

This process was put in force and supported by more than 
twenty years of renunciation and thrift on the part of an 
entire people. In the U.S.S.R. the national budget is the 
basis of production for use. The Minister of Finance assigns 
about one-third of the annual budget, roughly that part de- 
rived from taxes and savings, to investment in new pro- 
duction. One-third or more of the budget is used for 
war,” and the rest for current expenses. The fiscal system is 
based primarily upon profit taxes from productive state en- 
terprises and consumer or turnover taxes. Insurance con- 
tributions are part of the budget, since only state social 
insurance is available in the U.S.S.R." Rural, income, and 
inheritance taxes are of minor significance. 


1The 1944 Russian budget amounts to $47,414,386,590, the nominal value 
of the ruble being 19 cents. Accurate figures for conversion into American 
money cannot be found because of the lack of an open market in Russian 
currency. 

2In 1944 about one-half was used for war. 

3 Total insurance of all kinds written in Soviet Russia up to 1941 is re- 
liably said to be over thirty billion dollars. The amount of individual insur- 
ance of persons, collective farms, and private enterprises has increased during 
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The “investments” are booked as nonrepayable subsidy 
credits. The money flows back into the most productive chan- 
nels of the nation’s economy. One great advantage of the 
Soviet system is that money is not raised by floating large 
bond and stock issues that create a huge public or private 
debt. There are no idle men or hoarded monies in Russia. 
The entire annual budget is geared toward consumption and 
production to raise the standard of living of the people. That 
this standard is still relatively low is understandable when 
one considers the depths from which it had to climb and the 
comparatively recent founding of the system. 

The banking system is extremely simple. The principal 
bank in the Soviet Union is the State Bank (Gosbank), es- 
tablished on October 12, 1921, with more than three thou- 
sand branches. It is the only bank of issue in the country, 
issuing, printing, and minting money. It also provides all the 
short-term financing required by the business life of the 
country and issues government loans to absorb savings and 
help finance the war. The issue department is distinct from 
the banking department.‘ It is, furthermore, the chief finan- 
cier of foreign trade. 

Pursuant to the decree of May 5, 1932, the long-term 
credit operations of the country are entrusted to four national 
construction banks: (1) the Long-Term Credit Bank for 
Industry and Electrification (Prombank); (2) the Munici- 
pal Bank (Tsekombank); (3) the Co-operative Bank 
(Vsekobank); and (4) the Agricultural Bank (Selkhoz- 
bank). 

The maximum term of investment loans is forty years. 


the war as a contribution to the country’s immediate funds. Insurance 
agents, working on a percentage basis, make a higher-than-average income; 
in some rare cases ten times higher. The profession has been opened to 
invalids of war as a means of permanent livelihood. 

4The sources of State Bank funds are mainly: deposits of government 
and budget funds; issue of bank notes; deposits of industrial and trading 
enterprises, banks, and private customers; and the Bank’s own capital, re- 
serves, and profits. The Bank controls the distribution of budget allotments 
to the various fields of national economy. 


Google 


THE FINANCING OF AMERICAN-RUSSIAN BUSINESS 135 


When granting interest-free subsidy credits to industry, util- 
ities, etc., the construction banks partake of the profits of the 
state ventures and the government allows them an interest 
rate to cover the operation expenses on certain industrial 
extension loans. This is to cover the organized inspection and 
engineering (supervision) branch-service exercised on behalf 
of the government. There are further specialized construction 
banks for the housing industry ê and for export and import. 
The savings banks round out the banking system.* 

The largest of the construction banks, the Industrial Bank 
of the U.S.S.R. (Prombank), which has been in operation since 
1928, is second in size only to the State bank. It provides all 
long-term financing for industrial and electrical capital con- 
struction or reconstruction by state-owned industries, trans- 
port services, post and telegraphic services—i.e., state en- 
terprises in general.” 

The operations of the Bank have grown steadily with 
the growing economic strength of the Soviet Union and the 
accompanying increase in capital investments. During 
the first Five-Year Plan (1928-1932) the Industrial Bank 
advanced twenty-two billion rubles for capital development, 
and seventy-eight billion during the second Five-Year Plan 
(1933-1937). In the period of the third Five-Year Plan 
it has advanced a hundred and fifty billion rubles. It has 
financed such huge enterprises of construction as the 
Dnieper Hydroelectric Station, the Kuibyshev Hydro- 
electric Station; the Magnitogorsk, Kirvoy-Rog, Kuznetsk, 

5 See pp. 137-38. 

€ For further details see also Reeve Schley’s address before the American- 
Russian Chamber of Commerce, February 19, 1930, and 28, p. 137-38. 

7 The entire long-term credit system of the national construction banks 
of the U.S.S.R. has been somewhat influenced by my own publications in 
the international economic field. One of them, The Bank of Nations, was 
translated into Russian by the Soviets in 1922 under the title, Bank Naro- 
dov (“The Bank of Peoples”). Bankers and scientists of the Soviets visited 
me in my home in Berlin and I had the privilege of being consulted on the 
subject. I have considered it my honored task to advise Russian economists 


on the subjects of budgeting, banking, and credit, on a production-for-use 
basis. 
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Nizhne-Taghil, and Zaporozhye iron and steel mills; the 
tractor and automobile works, the Pribalkhash and Central 
Urals Copper Refineries, and White Sea and Baltic Canal, 
the textile mills in Tashkent and Barnaul, the heavy engi- 
neering works of Uralsk and Kramatorsk, and the Tur- 
kestan-Siberian Railway. 

The Bank is controlled by the Commissariats for Heavy 
Industry, Light Industry, Lumber, Food Industry, Domestic 
and Foreign Trade, and Agricultural Supply. It redistributes 
available industrial surplus to new industrial enterprises, 
financing only state-owned industries. Its resources are de- 
rived partly from appropriations made in the state budgets 
for capital development purposes, and partly from the profits 
and sinking fund assignments of the state-owned industries 
themselves, all of which are payable to the Bank. As time 
goes on, the proportion of funds provided from the budget 
for new capital investment decreases, while there is an in- 
crease in the proportion of “own resources” (sinking fund 
and profits) provided for this purpose by the industries them- 
selves. Thus the proportion of “own resources” invested in 
new capital development through the Industrial Bank in 
1939 was set at 21 per cent, and in 1940 at 33 per cent. The 
credits from the Bank’s own resources are granted at interest 
and repayable at fixed terms. But for all the other resources 
no interest is charged and no repayment ts demanded. 

In its capacity of capital financing institution the Industrial 
Bank exercises control and supervision over the financial 
affairs of construction jobs, according to the plans of the 
respective People’s Commissariats. It has powers of revision 
and audit; is allowed at any time to make estimates of work 
already performed, and can demand access to all books and 
records of construction jobs or their contractors, who must 
supply the Bank regularly with reports and balance sheets. 

Before financing a new construction job, the Bank requires 
building plans and estimates to be approved by the proper 
authorities. It, too, examines such plans from the point of 
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view of economic- and technical suitability and with the 
object of cutting down surplus expenditure. For this purpose 
the Industrial Bank employs a large staff of architects and 
engineers expert in the various branches of industry. For 
the larger construction jobs the bank, as a rule, gives its 
expert opinion before the plans are officially endorsed. It 
also advances the state funds only in measure as the building 
program is fulfilled. The unproductive use of state funds is 
thus avoided. 

As industrial development is going on all over the Soviet 
Union, often in the most remote parts of the country, it is 
often necessary to accumulate considerable stocks of building 
materials at some of the larger construction sites. The short- 
term funds required for the accumulation of these stocks are 
also provided by the Industrial Bank, which, however, exer- 
cises constant supervision to see that they do not exceed 
definite predetermined limits and thus immobilize state 
funds. Like the State Bank, the Industrial Bank has a large 
number of branches all over the country, chiefly concen- 
trated in the centers where industrial development is most 
active. 

The foregoing sketch will provide a general view of the 
financial organization of the country, particularly as regards 
the types of projects with which American businessmen are 
likely to come in contact. Further details on banks and the 
outstanding loans of the U.S.S.R. are contained in the notes 
below.* ° 

8 The Municipal Bank (Tsekombank) finances communities, public utili- 
ties, entire cities and their dwellings. It has about two hundred branches. 

The Co-operative Bank (Vsekobank) is governed by a board of directors + 
elected by its shareholders, who are co-operative organizations. It finances 
long-term capital construction of the co-operatives, except housing co- 
operatives, by mobilizing and distributing the funds necessary for these 
purposes. 

The Agricultural Bank (Selkhozbank, formerly Social Land Bank) 
finances collective farms and capital construction by state farms, machine 
tractor stations, etc., operating partly through its own branches or through 


rural mutual aid societies. It has more than five hundred branches. 
Savings Banks are state-owned and mobilize the savings of the smaller 
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U. S. Banking Experience with the U.S.S.R. 

The Chase National Bank of New York has been very 
close to Russian banking and trade during the Soviet era. In 
an interview with the second vice-president, who is special- 
izing in Russian trade, I learned much from his unique 
experience in connection with Russian business over the 
years. A brief summary of this interview may be of general 
interest: 


Soviet trade with this country started in 1922. During tsarist 
times the Chase Bank maintained only small balances in Russia. 
After the Revolution, while Russian business with Sweden began 
as early as 1920 and thence extended to London, Berlin, and Paris, 
the United States began to finance Russian exports (against 
warehouse receipts) only in 1923. 

Typical articles were furs of matchless quality, skins, lumber, 
fish products (caviar), manganese, platinum, flax, hemp, bristles, 
casings, seeds (sugar beet seeds), and grains. In the years 1923- 
1924, Russian purchases in this country began in a small way, 
mostly on a cash basis.’° 


depositors to finance state enterprises. On June 1, 1941, forty-one thousand 
savings banks had deposits aggregating more than seven billion rubles. They 
are under supervision of the Commissariat of Finance. Branches are attached 
to local finance departments, to agencies of the State Bank, railway, post, 
and telegraph offices, even factories and village libraries. Depositors have the 
choice of interest-bearing and non-interest-bearing deposits, on the latter of 
which they have a chance of winning lottery prizes amounting to 50 per cent 
of their deposits. 
® Outstanding Loans of the U.S.S.R. are as follows: 


Title Maturity Issued 

(External) Gold Rubles 
I. 75, 1933 10-31-43 15,000,000 

(Internal) 
2. Int. of 36. 9-1-56 19,000,000,000 
3. Int. of 37 12-11-57 4,000,000,000 
4. Int. of 38 12-1-58 . 5§,887,000,0c0 
5. Int. of 39 1959 6,000,000,000 
6. Int. of 40 12-1-60 8,000,000,000 
7. Int. of 41 II-1-61 10,834,229,000 
8. State War Loan of 1942 1962 13,200,000,000 
g. State War Loan of 1943 1963 20,121 ,000,000 


For special provisions on these loans see Moody’s Manual of {nvestments 
(Government Securities), Moody’s Investors’ Service, 1944. 

10 Conditions were normally 25 per cent cash; for the balance, trade ac- 
ceptances for 6 or 12 months, maximum 2 years. 
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From 1928 to 1938, the business grew greatly in volume: cot- 
ton, textile machinery, hydraulic presses, shoe machinery, gold- 
mining machinery, printing presses, were typical American exports 
of that ten-year period. The Chase Bank and Equitable Trust 
offered in 1927 to act as agents receiving Soviet bullion, but the 
government would not permit its entry. The French laid claim 
to it, and it was finally shipped back to Russia. 

In the confused depression period of the early thirties, when 
American confidence and venturesomeness were at an all-time 
low, there was great mistrust of the Soviet bills of exchange which 
Western businessmen held in their portfolios. Suddenly in various 
countries, especially the United States, “sharks” offered to buy 
Soviet bills at a big discount, cutting the face value by 35 per cent 
and more. Ample use was made of this “unique opportunity”; in 
fact, when sharks had sufficiently discredited the Soviet bills to 
buy up large numbers of them at 65 per cent of their nominal 
value, they realized a fat margin by cashing them in at the full 
amount—the Soviets paying promptly as ever on the due date. 
The Chase Bank took no part in dealings of this sort. 

When publicly attacked for these transactions, those who had 
profited by them argued sharply that despite the cut, exorbitant 
prices of deliveries insured a sufficient margin for business. The 
Russians, they pointed out, needed the deliveries so urgently that 
they were forced to pay any price. 

In 1936, a peak year with about fifty million dollars in exports 
to Russia, A. P. Rosengoltz, People’s Commissar for Foreign 
Trade, threw a bomb into this profitable trade by demanding that 
Soviet purchases be paid for only on arrival in Russia, subject to 
arbitration in a Soviet port before Russian arbitrators. Luckily 
this policy did not take hold, and the disruption of trade lasted 
for only a brief period.™ 

In 1927 Russia ceased buying on an acceptance basis, Every- 
thing was paid in cash against documents. 


“During all those years,” concluded my informant, “no 
bill ever went to protest. Our experiences were very favor- 
11 See speech by A. Rosengoltz, made in 1936 at Bush House, London, 
before the Council attached to the People’s Commissar for Foreign Trade. 


Trade Delegation of the U.S.S.R. in Great Britain, Bush House, Aldwych, 
London, publisher. 
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able. We have learned that the Russians are shrewd traders, 
but once they have put their names on an evidence of debt 
(note or acceptance) they pay on due date.” ** 

Mr. Edward M. Andel, assistant treasurer of the Bankers’ 
Trust Company of New York, in kindly sending me the 
bank’s publication, Tke Inter-Allied Debts by Harvey Fisk, 
wrote of the bank’s experiences in dealing with Russia: 


... We were not involved in any litigation... . Generally speak- 
ing, Russia’s commercial indebtedness during later years has been 
well handled and promptly paid. It is generally felt that industry 
which dealt with Russia prior to the present war will be willing to 
resume business relations when the war is over. As we understand 
it, Russian purchases from both this country and England have 
been through central purchasing agencies, the Amtorg Trading 
Corporation operating in this market. Every indication points to a 
continuance of this method of purchasing with settlement made in 
New York in U. S. dollars. 


So we see that American banks approve the continuance 
of Russian business, though the means of handling the new 
large volume is not yet thoroughly formulated. The legal 
representative of one of our five largest commercial banks 
has made the interesting statement that Russia will not hesi- 
tate to make use of our credit facilities at normal terms in 
order to speed up her reconstruction program, but “what 
Russia borrows from us must be limited by what it can pay.” 
He insists that we will only buy noncompetitive goods from 
the Russians and will only gradually lower our trade barriers. 
Naturally, this will “limit the credit and retard the term of 
repayment.” In other words, this banker believes that Russia 
will either reduce her purchases and retard her program of 

12 An excellent example cited of Soviet correctness is the case of the 6 
million dollar, 7 per cent gold ruble bonds of the Soviet Union. During the 
second Five Year Plan, when the Soviets needed dollars for their payments in 
the United States, they issued these gold ruble bonds through Mr. Sherover of 
the Soviet-American Securities Corporation at a parity of 5114 cents to the 
ruble. Long after the United States had abandoned the gold standard in 


1933, they continued to live up to their written obligation, paying in gola 
rubles although the rate was 87% cents to the ruble. 
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reconstruction or turn to other countries having less com- 
petitive goods or better credit facilities. “This may lead to 
economic or political repercussions,” he concludes. 

This type of answer represents the 1918 mentality of the 
conservative banking profession. But will our producers, in- 
dustrialists, and exporters be satisfied with this orthodox 
banking philosophy? I think not. What is needed is a new 
approach—a new philosophy of credit and new methods of 
international bankjng. 


The Act of Co-ordination 

We have now arrived at a point of great significance for 
Soviet-American understanding. 

How can a production-for-use economy with a balanced 
budget like the Soviets’, which has suffered large-scale de- 
struction but is nevertheless immensely wealthy in resources, 
production, and man power, co-operate practically with our 
more or less free enterprise and private profit economy, 
which has a greatly unbalanced budget and is also rich in 
resources and productive capacity, but has not been affected 
by large-scale destruction? How can these different and 
socio-politically antagonistic power combines best profit 
from each other to their mutual interest? * 

With sustained attention and lively curiosity the U.S.S.R. 
watches every step of Britain’s and our own financial poli- 
cies. She sends her representatives to the United Nations 
Food Conference, the Bretton Woods Conference, and other 
economic committee meetings. She is willing to participate 
in every possible organization that will be stable, sensible, 
and productive of economic good. Will co-ordination be 
achieved? Let us examine the subject a little further to get 
a clear perspective of what this co-ordinating process must 
involve. 

13 Great Britain and most of the other United Nations have a similar 


problem of co-ordination with Russia, with the big difference that they, too, 
have suffered greatly from the destruction of war. 
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3. BRIDGING THE GAP BETWEEN KREMLIN, THREAD- 
NEEDLE STREET, AND WALL STREET 


Boom or crash? 

What will happen to our abused and battered world when 
the war is over? The wishful thinkers predict the most fan- 
tastic boom period the capitalist system has ever seen, a 
kind of ready-made Golden Age. They think in terms of a 
static society and believe that a country of great wealth—in 
manpower as well as productive means—can maintain eter- 
nal prosperity through free enterprise once it is released 
from the shackles of “annoying government interference.” 
They dream of “full employment” and “full production,” 
putting off all significant expansionist and international 
planning until after business hours. This yes-man melody 
acts on them like a lullaby; it is sweet and comforting and 
has a familiar ring and a convenient theme. 

The nay-man melody in minor is gloomy and pessimistic 
and it is played on the wailing flute. Its theme is this: “After 
this war, the United States will suffer the worst breakdown 
of all times, followed by a lasting depression, a permanent 
crisis compared to which the crises of ’29 and 31 and the 
cloudy thirties were child’s play.” 

Again, the conception is static and not dynamic. 

The pessimists back their alarms with descriptions of a 
coming class conflict—big business and banking in one cor- 
ner, the working class in another, the returning soldiers and 
war workers in still another, and the fixed-salaried, white- 
collar workers in a fourth corner. Truly, this would be a situ- 
ation guaranteed to explode and destroy America as we have 
known it. But it is a static concept that does not take into 
account the great consumer demand that is sure to arise the 
world over. Our savings and war bond billions accumulated 
during the war, the mustering-out pay for soldiers (bonus), 
and relief and social security payments, will all create a 
brief “consumer boom” that will help to prime the pump. 
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Thereafter, geared to an international economy, America 
may set forth upon ways we can only glimpse now, bound 
for a glorious future.* 

Nor am I in accord with those optimists who, drunk with 
slogans of full production and full employment, have neither 
the vision to sense nor the courage to use the unorthodox 
means necessary to create those happy states. They cannot 
rid themselves of static maxims for a situation that must be 
attacked with expansionist, dynamic, and mutualistic—na- 
tional, regional, and global measures. Or else they are inter- 
ventionist imperialists who believe that the financial and 
industrial superiority of the United States over its rivals will 
be achieved through the open-door policy; through reciprocal 
trade agreements with most-favored-nation clauses. They still 
dream of sharing in the exploitation of colonial empires. 
They will support such policies with naval and military su- 
periority, and with a widespread net of air bases, etc. They 
wish to grant credits to France, Russia, China, and India, 
with high interest and amortization. Representing the great- 
est industrial and creditor nation in the world, they stick 
stubbornly to the naive idea that they can reconstitute a one- 
sided creditor-debtor relationship, without substantially low- 
ering the American tariffs. They know that these foreign 
loans will create products which they, however, cannot or 
will not import in sufficient amounts. They fight, muffle, or 
disregard any constructive proposal for a new, mutualistic, 
international system to create credit, pool raw materials, 
and plan with other, weaker nations on a broad and long- 
range basis to wipe out the excesses in business cycles. 

The worst of them, furious at any attempt at control—the 
reactionary militant “big shots’”—may, if unchecked, nour- 
ish the illusions of European anti-this and anti-that “big shots” 
and in the postwar era try to elect a fascist, demagogue 


1 There is a third group which believes in a short-lived postwar production 
boom followed by a crash and a Jong depression. The political horizon of 
this group is colorless; but is it closer to the truth by virtue of accepting 
part of the fantasies of other groups? 
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to help them maintain the status quo. No, these are 
surely not the leaders America wants. The choice is not be- 
tween depression and dictatorship. We can plan democrat- 
ically. We ourselves can live more abundantly by being more 
unselfish. 

The main problems of our time are to cushion the excesses 
of business cycles; to make our period of reconstruction pro- 
gressively prosperous; to find and put to use whatever shock- 
absorbers are inherently possible in our political economy. If 
solutions to those vital problems are to be successfully in- 
cluded in any national concept, that concept must be uni- 
versal as well or it will be inorganic and will not live; it must 
be conceived on a basis of world-wide planning of production 
for total use. It is already obvious from the Lend-Lease pro- 
gram, UNRRA, and the reconversion plans of James Byrnes, 
that wider allocations of production for the urgent needs of 
the disturbed population of the world are already under 
way. Partial managerial policy or control and discipline can- 
not be avoided, but they must be conceived in a jointly na- 
tional and international “dynamic” form. Abstention or 
negative-isolationism is just as insidious and corruptive to 
world peace and to our own profound obligations in that 
regard as the modern manifestations of imperialism. 

To the extent that nations and governments will agree to 
participate in an international or supernational political eco- 
nomic organization, a return to free enterprise within nations 
may be made possible. Similarly, in the transition period a 
“controlled decontrol,” as J. B. Condliffe terms it, may be 
attainable. 

Governments may have to cover or to enter fields impossi- 
ble for private finance without endangering “other people’s 
money.” There are credit and other risks that only govern- 
ments can bear. But a true renaissance of social-minded pri- 
vate initiative and enterprise can come about only if we 
create a supernational centrifugal pump and accumulator 
of wealth, as well as a generator-distributor of material and 
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human energies, supported by national power stations to 
bring the wealth of our earth to needy classes and peoples. 

During a war, power relations are shaped by battles. But 
when democracy has finished with war and survived, the 
free and liberated peoples of the world must reconcile the 
zeodynamic laws of our globe with the democratic principles 
within and above nations. Regional power groups, emerging 
from the war, must be integrated into a justly organized 
world. Only a healthy, organized, functioning world can ef- 
fectively supply the postwar shock-absorber that we need. 

Recently Mr. Milo Perkins, former Director of the Board 
of Economic Warfare, said in an address that should be read 
by every citizen: 


Within your lifetime and mine, men have entered an era dom- 
inated by the machine and the test tube. If we take all that can 
be produced at the end of this war and divide it among the people 
who will then be alive to share it, we shall be within reach of a 
very good standard of living for the first time in all history. That 
will be the most important material thing that’s happened to the 
human race since the discovery of fire and the invention of the 
wheel. 

The job of the future will be to build up a mass consumption 
great enough to use this mass production. That will require a bold 
and daring use of long-term credits by every enlightened govern- 
ment of the world. 


Mr. Perkins has hit the nail on the head. Planned produc- 
tion and a bold and daring use of long-term credits will 
produce the shock-absorber. But what form will it take? 
If we apply all intellectual honesty to the task of winning 
the peace positively, we must truthfully admit that any pro- 
gram of war production is largely unproductive in the eco- 
nomic sense. It may be true that wars sometimes purify a 
decaying situation, that they put inventive genius to work in 
creating progressive methods of production and efficiency 
which otherwise would not have been created at all. A mira- 
cle of production efficiency and capacity has been conjured 
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out of America. But are we living up to the implied com- 
mands of that unequalled productive capacity? It may be 
true that a part of these achievements can be usefully em- 
ployed after the war. But by far the larger proportion of the 
war effort is unproductive and will be a heavy burden on the 
generations that follow. 


An American Program Requires a World Program 

Economists have now begun to warn America that the 
postwar federal debt must not expand without limit; that if 
capitalist groups want to save a sound degree of free enter- 
prise, they must reform and revive the dynamic element in it. 
That element is private investment. While admitting this, 
we must not forget that the success of national budgets, na- 
tional investment, and national credit expansion in the post- 
war era will depend entirely upon international credit reform, 
management, expansion, and budgeting. Our consideration 
of postwar national budgeting cannot and must not be re- 
stricted to national boundaries. The national budget must 
become part and parcel of the world budget. Production 
must be planned for total national and world use. 

The American program must inevitably be concerned with 
(1) co-operative unity of action with most or all of the 
Western Hemisphere and the United Nations; (2) replacing 
her armament program with one of genuine production, dis- 
tribution, and consumption, which in turn depends upon 
(3) her program of active economic foreign peace policy. 

Much can be done to prepare for these endeavors. While 
during the war America’s national income has risen to a 
hundred and fifty billion dollars or more, she must prepare 
to balance the unproductive or “pure war” part of her pro- 
duction gradually by a constructive program for the West- 
ern Hemisphere and the outer world.’ The stronger the coun- 

2 Wise statesmanship has already begun this through negative measures 
such as curbing inflation by means of price ceilings, organization of supply, 


useful and economical allocation of goous and labor not required for war 
purposes, stimulation of savings, etc. But positive measures also must be un- 
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try is materially when the war is over, the less it will be 
haunted by inflation and its accompanying rise in the price 
level. The stronger it is morally, the better it will stand post- 
war strains. First of all, America must get rid of the static 
concept of national economy. She must overcome the idea 
of an “American frontier” as a terminus to her own private 
capitalist system. 

Nor can we indulge in an unlimited postwar spending 
spree. We must—and this is imperative—build a bridge be- 
tween public and private investment within and among na- 
tions, and have the ideal objective of a unified sphere of the 
entire globe. This is not altruism. It is the merest common 
sense in a world already so interrelated that the tiniest na- 
tion cannot stir without international repercussions. Too 
much that happens in the world affects us to make the 
ostrich policy a wise or a possible one. But in order to rec- 
oncile ideals with practical action, America must help to find 
and establish a universal mechanism that will function justly 
and exactly so that neither she nor her great allies need ever 
again lose their balance. We can achieve a just equilibrium 
only if the greatest human ideals—tliberty, justice, and equal- 
ity under the law—are safeguarded by a universal collective 
security that is economic as well as political. 

The Fathers of the Constitution did not include economic 
justice in their Bill of Rights; but they did not foresee the 
time when economic injustice and selfishness could become 
an insult to the moral law. To do away with economic in- 
justice we must have a world-wide Bill of Rights. Liberty 
and justice are expensive indeed, but, in the words of Eleanor 
Roosevelt, “We must pay the price, whatever it will be.” 
Liberty is possible only at the price of some restraint, But in 


dertaken such as increases in crops and in the production of vital foodstuffs 
and raw materials; the production of new machinery, ships, and non-luxury 
goods of all kinds; establishment of inflation reserves against exhaustion of 
plants and machinery as protection against economic shocks. With stabiliza- 
tion of credit and reform and expansion of investment, the war effort must 
be bolstered and tapered off. 
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order that our future restraints shall not be abused for hu- 
man ambitions of power, Nazi-fashion, America must see to 
it that they are anchored in the best attainable supernational 
machinery. And this machinery must be primarily economic. 


4. THE BANK OF NATIONS 


The necessary international program, as Milo Perkins has 
lucidly recognized, is one of a bold and daring use of credits. 
The most practical mechanism for this will be a Bank of 
Nations created as a functional approach to economic 
spheres of interest. Mr. A. A. Berle, Jr. wrote me about this 
project on May 24, 1943, as follows: “Something along the 
lines of the Bank of Nations you suggest is unquestionably 
a necessity. The function has to be performed somehow if 
we are to achieve a durable settlement.” 


History of the Bank of Nations Idea* 

The Bank of Nations, one of the great adventures in world 
democracy, is still in the planning stage. It is a continental 
European conception, and without understanding its origin, 
history, and dynamics, one cannot do justice to the European 
and world postwar problem. Those who have fought for it 
have experienced one great satisfaction: they have witnessed 
how close it came to acceptance by the statesmen at the Con- 
ference of Genoa in 1922, and how surely, though painfully, 
honest peacemakers have begun to understand that—as 
Parker Gilbert said in 1936—“the Bank of Nations must 
come, it is unavoidable.” Insistence upon the pound of flesh 
in reparations and war debts as a principle of international 
relations has been ameliorated by well-meant financial make- 
shifts such as the economic elements of the Versailles Treaty, 
the Dawes plan, Young plan, and the Bank for International 

1 The following sections are part of an address by the author before the 


Citizens’ Conference for International Economic Union at the Hotel Roose- 
velt, New York. 
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Settlements. These, however, have done little to prevent— 
perhaps have even contributed to—the present disaster. 

In contrast to all these dignified fallacies, the Lend-Lease 
system and the United Nations Relief and Rehabilitation 
Administration must be considered strokes of genius. They 
represent no less than a new philosophy of life and a new 
spirit in human relations. Thank God! Let us pray that war 
debts and reparations are dying a belated death. 

In 1922 Walther Rathenau, after reading my theory on 
the need for a new system of credit-creation, invited me for 
the first of many talks on economic subjects. We found that 
we were in complete accord on the necessity of economic 
co-operation between Germany and Russia.? We further 
agreed that the conference to be held at Genoa presented 
the first real opportunity for a complete change in the 
mentality of nations with regard to hypernationalism and 
protectionism. Instead of the prevailing strong nationalism, 
“solidarism” among nations should be created—but only 
through a powerful superordained organization of the 
highest integrity that by the excellence of its conception, 
construction, and function, would exercise a dynamic in- 
fluence on the economy of nations. Rathenau, a true states- 
man, saw that such a plan, presented by Germany, would 
not only save the defeated powers of the Quadruple Alliance 
and Russia but, although it was then less obvious than now, 
would also solve the problem of reconstruction in France 
and postwar adjustment everywhere. 

The Bank of Nations plan was presented by Rathenau and 
discussed in detail at the Conference of Genoa and by the 

2In an editorial of the Christian Century of December 8, 1943, we read: 
“We believe that Germany’s destiny after the war will be fixed by the nature 
of its relations with Russia. For while neither Stalin nor the Germans may 
seek incorporation of Germany in the U.S.S.R., we believe that, as an 
industrially developed manufacturing adjunct to the Soviet Union, Germany 
would find a future of great profit and contentment for the German people, 
while as a repressed and perhaps even partitioned rival of other manufactur- 


ing states, such as Britain and America, those people would live in misery 
and constantly threaten a new uprising against world peace.” 
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Credit Committee. Lloyd George supported the plan, but the 
French were not yet in favor of an instrument of such all- 
embracing scope. Not discouraged, Rathenau prepared to 
present the proposition to the Sound Currency Association 
in London. But this was not to be. He was assassinated in 
June, 1922, and the plan for a non-usurious organization of 
solidarity was shelved. 

My own study, The Bank of Nations, dealt with the fol- 
lowing main topics: (x1) the currency and gold problem; 
(2) establishment of the Bank of Nations; (3) credit 
limitations of the Bank of Nations; (4) short-term credits; 
(5) long-term credits; (6) National Branch Banks; (7) 
the problem of reparations and the liquidation of war debts. 
The Bank of Nations, as proposed in my book, was to be 
a money- and credit-issuing organization of nations pri- 
marily for the reconstruction of France and Belgium and 
for the commercialization of at least a reasonable part of 
the reparations which Rathenau was sincerely willing to 
fulfill, It might ultimately have built a creative economic 
system of friendly co-operation between nations. The plan 
provided for the issue of an international currency; of 
short-term credit to trade; and long-term credit issued in 
serial notes for reconstruction and new construction. The 
activities of the Bank were to be paralleled by national 
branch banks in the receiver countries, each one having 
an issuing and credit department. The gold of all partner 
nations could be pooled in the Bank. The activities of the 
Bank of Nations were to be supported by numerous auzil- 
iary and subsidiary institutions to co-ordinate the world 
economic functions. The plan explored the clearing process, 
credit limitations, beneficial influence on business cycles, 
index organization, etc. 

After Rathenau’s death, in carrying on my work, I called 
on Gustav Cassel at Stockholm University, on Paul M. 
Warburg and Governor Benjamin Strong of the Federal 
Reserve Board, and on Vissering, the president of the 
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Netherlands Central Bank. The talk with Vissering comes 
to my mind whenever the case of isolated national as 
against solidaristic international reconstruction is discussed. 
Vissering was for isolated French and Belgian self-recon- 
struction of the areas devastated by the first World War. 
“Let the sun shine over France for ten years and everything 
will be all right again,” was his answer to proposals for 
the reconstruction of France by means of an international 
banking and credit organization. 

About ten years later, when I lived in France for two 
years as delegate of Dr. Walter de Haas (director of the 
French and American divisions of the German Foreign 
Office under the Republic), endeavoring to bring about a 
Franco-German understanding, I was vividly reminded of 
Vissering’s remark about the sun over France. Outwardly 
everything was flourishing. Inwardly everything was rapidly 
disintegrating. A struggle of all against all and a frightful 
insecurity had developed within the country. Partly as a 
result of the very “splendid isolation” Vissering recom- 
mended, France was doomed. Let us—devoutly, this time 
—put our trust in more than sunshine. 


Now such an institution is needed more than ever. To a 
Bank of Nations must be given the ultimate task of unifying 
and co-ordinating the economic functions of the world com- 
munity. The ideal plan envisages the Bank of Nations 
(United Nations and other nations) co-ordinating the activi- 
ties of a Western Hemisphere Bank, a Europa Bank, and an 
Oriental Bank, each country in turn to be affiliated with its 
hemisphere bank.* Among other functions, the Bank of Na- 
tions would be given power to issue an international currency, 
to grant short-term credits to trade, and to issue serial notes 
for long-term credit purposes. The power of credit and the 

30r with national banks such as the Soviet Prombank, the Securities 


Management Trust of the Bank of England, and so forth. See full details in 
the author’s Plan for Permanent Peace. 
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part that it can play in solving the enormous problems of 
production, distribution, and consumption throughout the 
world is still greatly underestimated. Credit is the electro- 
motive force in the dynamics of economic activity. It makes 
contact possible between the energies emanating from the 
subjects and objects, so to speak, of our planet. From the 
creation of purchasing power to the exchange of purchasing 
power parities between nations, there is nothing that credit 
cannot accomplish. At a time when the destruction of war 
necessitates incalculable labors of reconstruction and con- 
struction, credit is the only instrument capable of anticipat- 
ing future earnings of long-life capital wealth and placing it 
at the disposal of the present generation. Credit and invest- 
ment planfully directed toward the most productive ends— 
for total world use of the world consumer—are the most 
powerful instruments available to counteract the lamentable 
extremes of business cycles and make postwar reconstruction 
quietly and steadily prosperous. They are, in fact, the great 
shock-absorbers of our time. 

The fecundity of freer trade would be immediately realized 
by member nations of the Bank. Any country persisting in 
imprisoning itself behind insurmountable trade barriers 
would soon enough discover the disadvantages. It is, indeed, 
the vain hope of American financiers that they may again 
grant dollar credits at high interest rates to weakened coun- 
tries without driving them to bankruptcy. But the Lend- 
Lease method extended to China and Soviet Russia gives rise 
to the hope that low-interest or interest-free international 
credit will prevail in the postwar era and that the “aprés 
nous le déluge” attitude of prewar orthodox financiers will 
not again be inflicted upon the peoples of the world. 

The proposed long-term credit system provides for the 
creation of promissory notes (serial notes) for long-term 
investment purposes. Such notes would be issued in series 
and amortized during the life of the capital objects, struc- 
tures, and utilities of all kinds created by the Bank and its 
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branches. The Bank’s activities would be paralleled by re- 
gional branch banks, with credit and issuing departments. 
Furthermore, the Bank might ultimately be a proper agency 
to deal with special problems such as international relief and 
rehabilitation, international labor migration, unemployment 
insurance, social security in general, and crop insurance; 
with raw material holding and clearing, reserving and trans- 
porting; and with gold and index questions, etc. There 
would also be a number of functional subsidiaries that would 
co-operate with the Bank of Nations.‘ 

If a reintroduction of gold cannot be avoided for psycho- 
logical or political reasons, the gold problem—though a 
secondary one—could best be solved by bringing the British 
Commonwealth, the U.S.S.R., and the U.S.A. (the three main 
gold-producing unions in the world) into @ common agree- 
ment for the regulation and gradual revolution of gold 
production and standards for the use of gold in connection 
with currency. Such an agreement might lead eventually to 
the internationalization of gold production with the full 
co-operation of private and public (state) banks. Inter- 
national ownership would then lead to complete demoneti- 
zation.” 

The Russians frequently advance the point of view that 
the United States still seems unwilling to lower her tariff 
walls substantially. They argue that whatever interest or 
amortization of credit must be paid by the Soviets in the 
future can only be paid with raw materials or products. If 
America, as the main creditor, is unwilling or unable to 
accept the larger part of those exportable Russian goods, 
how are the Russians supposed to pay? 

The Soviets are willing to pay, at least partly, in gold, 
if gold is acceptable to other nations; but they cannot afford 


4In the future, as already stated, a new philosophy of public debt will 
be needed, aiming at a national plus an international budget. To discuss 
this question would require a separate treatise. 

6 The Bretton Woods conference, as we will see later, has tried to find a 
preliminary and provisory solution to the gold question. 
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to buy larger quantities of gold—a product that can be pro- 
duced in their own country at minimum cost. Participation in 
an international gold standard would, therefore, be disad- 
vantageous for Russia. The Soviets have agreed to partici- 
pate in the United Nations Stabilization Fund with at least 
one billion dollars in gold. They may, however, become 
convinced that they should, to their own advantage, join 
with the British Commonwealth and the United States in 
a tripartite agreement for the gradual reduction of the 
world’s gold production. 

An International Raw Materials Clearing House must, 
therefore, be created to hold Russia’s and other nations’ 
exports until buyers for their goods (supposing America can- 
not absorb enough of them) have been found. The raw mate- 
rial war pool of Lend-Lease may well be used for this 
purpose; or a new body may be organized, side by side with 
the international money-clearing union, to be discussed 
presently.’ 

Some such agency as the now liquidated National Re- 
sources Planning Board, co-operating with the Federal Re- 
serve, will be needed to expand our Federal Reserve System 
to include a reserve system in raw materials. A national 
foreign reserve in raw materials, currency, and gold sent us 
by every member country of the United Nations will nat- 
urally emerge from the Lend-Lease system and will be com- 
bined with an International Raw Material Reserve and 
Clearing House.’ 


Lend-Lease—W hither Bound? 
At the end of this war the four major powers might find 
it expedient to create a common budgeting system. Although 


6 The actual plan for a World Trade Board has been discussed in full de- 
tail by Otto T. Mallery in his book Economic Union and Durable Peace 
(New York: Harper & Bros., 1943) and more specifically in his article, “A 
Practical Approach to a World Trade Board” (Annals of the American 
Academy of Political and Social Science, Philadelphia, July, 1944). 

7See the “Resolution of the United Nations Food Conference” (Hot 
Springs, Virginia), especially the Russian proposals. 
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most of the other United Nations have been forced by sheer 
weight of circumstances to play a passive role, they too will 
have to be put into that international budget. And the Axis 
powers certainly cannot be excluded once their new status 
permits participation on equal terms. 

The major powers (and subsequently the other powers) 
should first submit their bills of expenditures. Therein the 
nations might set down: 

1. Their expenditures for armaments upkeep, supply, de- 
struction suffered, conversion, reconversion, reconstruction 
performed, rehabilitation, etc. 

2. A formula for division of those items, with the help of 
an appraiser-commisson appointed for this purpose. 

On the basis of the list of war expenditures the commis- 
sion will probably find that the losses sustained by the Soviet 
Union far exceed the total losses of other nations (including 
those of Britain and the United States). Apart from the fact 
that Britain has always been considered our first line of 
defense to be maintained at any price, and Russia the great 
absorber of the immense impact of Nazi military might, Rus- 
sia’s position at the time of the Moscow and Stalingrad 
thrusts would have been precarious to the point of collapse 
without Lend-Lease help; Russia, too, has been our line of 
defense. And her expenditures will turn out to be so tremen- 
dous that Russia’s position as debtor to Britain and the 
United States may be compensated. 

The leaders of the United Nations have time and time 
again declared the war to be a common enterprise. If this is 
true, then all elements of this common enterprise must be a 
matter of common concern. The human elements cannot be 
measured in terms of money, staggering as these figures would 
be in the Russian bill. But material expenditures can be 
definitely estimated. Russia’s destruction suffered in the war 
must be part of the bill; so must that of the British, etc. In 
a common enterprise there must be no inequality, no injus- 
tice, no injury, no preference. Three thousand planes sup- 
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plied to the Russian Army are three thousand planes sup- 
plied to the common enterprise. 

In the light of these principles of equality, the purpose 
and happy ending of the Lend-Lease system will have con- 
quered for the world powers the ground for enlightened 
co-operation in the future. Then, and then only, the Revolu- 
tion and the War of Wars will end in the victory of mutual 
help over selfishness and rivalry. The common carrying of 
burdens arising out of war and revolution will undoubtedly 
lead to a “common world enterprise” in all matters of inter- 
national relations. Never again will it be possible to return 
to isolated reckless building of nationalistic Babylonian 
towers, the cause of Babylonian bewilderment. No longer 
will it be possible to disregard the requirements and living 
conditions of our neighbors under the same sun. Inevitably 
we must all act and stand together. 

This is the reason I consider Lend-Lease the most daring 
stroke of genius ever conceived by men under the system 
termed capitalism. Posterity will consider Lend-Lease the 
transition from usury to co-operation if its liquidation is 
handled in a masterly manner so that private enterprise may 
prosper, employment for American workmen be assured, and 
devastated Russia be aided and not shackled by debt.® 

Most assuredly a people that conceived and delivered 
Lend-Lease is bound to play a leading role in world affairs. 


8The Russians have expressed a desire to have the Dnieper Dam and 
power installations rebuilt with American mechanical and electrical equip- 
ment. Instead of building some generators in their own country as they did 
before, they have ordered all nine from the General Electric Company (see 
Time for March 19, 1945, p. 24). The question has been left open whether at 
least part of them could be delivered under normal Lend-Lease terms. If 
Russia continues to be an active belligerent on the side of the Allies, e.g., if 
she actively entered the war against Japan, Lend-Lease would still be a pos- 
sibility of delivery in accordance with the usual long-term reimbursement 
plan, After the final settlement of Lend-Lease a new credit arrangement could 
be made. Before delivery, a construction time of fourteen months would be 
necessary ; altogether about twenty months would be required before the gen- 
erators could be installed. 

(See Ch. II, Sec. 2, p. 15-24.) 

The Newport News Shipbuilding Company will build the great shaft and 
turbine replacements for the dam. 
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Surely it must realize that to be less than generous to its 
Allies after the war would be “tragic blundering”—to use 
Stettinius’ phrase—for all. Let us hope that the genius who 
conceived of this divine idea will live to see it create a new 
spirit of brotherly help. A generous attitude on the part of 
the American people in the final settlement will inaugurate 
a new Golden Age of prosperity and plenty for all, from 
which the giver will profit even more than the receiver na- 
tions. It will inaugurate a new debtor-creditor relationship, 
in which debtor and creditor are supplemented and replaced 
by the supernational common trust. 

Only one interest can be decisive for our national and for- 
eign economic policy: the interest of the common man and 
the people of the world in putting into operation the best 
possible machinery to guarantee the survival of democracy 
and freedom—and a better and wiser arrangement of them— 
without unnecessary interference in national ideologies and 
systems. And bridging the gap between Wall Street, Thread- 
needle Street, and the Kremlin means paving the way for 
world unity. 


“The Function Has To Be Performed” 

There can never be a total solution to the problem of col- 
laboration between Soviet and Western Powers and inter- 
national co-operation in general without two new processes: 

(1) Creation of an international currency, with the issue 
of short-term credit to stimulate trade. The clearing union 
and international currency proposed in several recent plans 
represented an intelligent, though not yet perfect, approach 
to short-term credit collaboration with the Soviet and other 
unions, nations or groups. The idea of an international cur- 
rency was, however, abandoned at Bretton Woods. 

(2) The issue of long-term serial or promissory notes for 
long-term credit and development purposes. The long-term 
credit-issuing bank will form the bridge between capitalism 
of the West and socialism of the East, without in any way 
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interfering in the internal economic structure of nations 
with different ideologies. 

As branch-bank of the Bank of Nations, the Soviet Prom- 
bank, the industrial bank of the U.S.S.R., would be the 
proper national recipient organization to carry the long-term 
credits that the U.S.S.R. will sorely need after the war. The 
destruction of the western parts of the Soviet Union and the 
urgent needs for reconstruction and long-term new construc- 
tion and production will necessitate an increase of their credit 
volume. A Bank of Nations, like a bridge of nations, would 
function as a connecting link between our respective econo- 
mies without disturbing or antagonizing them. 

Certainly every nation will try to rebuild war-torn areas 
from its own resources. Knowing Soviet principles, we can 
predict great self-sacrifice and self-help in Russia. From 
the impressive article of I. Verkhovtsev, “Soviet Industry 
Today,” ° we learn how vigorously the Soviets have attacked 
the industrial restoration problem, aided by “patron fac- 
tories,” and how they plan a vast restoration program after 
the defeat of Germany with the help of German labor. Simi- 
lar astounding efforts are reported from Britain and other 
countries. But all this admitted self-help will never suffice. 
Without world-wide mutual assistance the world cannot be 
rebuilt. 

Is America ready for participation in a Bank of Nations? 
The answer is still doubtful. Honest peace-planners who 
understand the issues at stake are beginning to see that a 
creative money- and credit-issuing bank is essential if we 
wish to preserve a fair standard of living and the American 
way of life. If a sound modicum of free enterprise is to be 
preserved nationally, we must rebuild the world in this spirit 
of international co-operation; and a Bank of Nations is the 
most comprehensive and constructive mechanism to bring 
about that co-operation. Others, “who regard all suggestions 


8 See Soviet Information Bulletin, November 25, 1943; also the article on 
“Patron Factories,” December 2, 1943. 
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concerning international co-operation as irresponsible and 
at the worst a form of war propaganda”—as Condliffe has 
significantly characterized this type of contemporary thinker 
—are opposed to it as a matter of principle.” 

Between these two extremes are the great mass of Ameri- 
cans who want to be conservative and feel that change must 
come little by little; that a commonwealth bank can best be 
developed from existing institutions. ‘First steps first,” 
they beg, forgetting that first steps can be very faulty and 
that an initial mistake will spoil every right thing that 
follows. 

No! We must always have the end in mind—a collective, 
a total, a creative solution. Never again must we trust our- 
selves to half-baked makeshifts of vested or nationalistic 
interest, when with a little more effort and good will we can 
have instead a functional mechanism of solidarity among 
nations. If we begin by retaining the status quo, indulging 
only in small gestures of adjustment, we will not be able 
adequately to face the critical postwar shock or to build a 
better world with less friction and more wealth for every- 
body. 

Unfortunately a number of our American bankers still 
support a simple and narrow “substitute” solution. Among 
them are those who do not understand the function of a 
money- and credit-issuing bank, and those who act simply 
as passive instruments of great banking interests. Both are 
completely unaware of what they are doing to our country, to 
the Sanking fraternity, and to the world as a whole. 

Some advisers in the State Department still believe that we 
have no choice but to grant other nations credit at fixed in- 
terest rates, or to grant them outright gifts. This is a prewar 
notion. Foreign credit at fixed interest rates did not work 
well in the inter-war period, and I doubt whether after the 
war there will be the slightest chance either of floating the 


10 J. B. Condliffe, Agenda for a Post-War World (New York: W. W. 
Norton & Co., 1942). 
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great international bond issues that would be needed for 
rebuilding, or of attracting sufficient private savings under 
public guarantee. Who, after all, will be able to afford these 
bonds? And gifts cannot be granted indefinitely. Some day 
they must be commercialized. And the question remains 
open: Where would the private savings come from that 
could even begin to meet the gigantic credit needs of the 
world? The only way out of this dilemma, in my opinion, is 
low interest or interest-free international credit of issue, 
based on solidarity, which is to say, guaranteed by all na- 
tions organized in economic union. But credit guarantees 
alone will not suffice. 

The task of international postwar finance is threefold: 

(1) Stabilization of national currency and credit, avoid- 
ing a too-rigid deflation and using an expansionist national 
credit policy. y 

(2) Recovery or reconstruction of foreign national cur- 
rency (China, for instance, has suffered an almost runaway 
inflation). We must make national currencies, including our 
own, behave internationally, and encourage all-inclusive cur- 
rency agreements between nations. 

(3) The grant of additional purchasing power to na- 
tions with weak or exhausted currency by means of an inter- 
national money- and credit-issuing world bank. 

The war has produced a terrific economic vacuum all over 
the world. In order to fll this vacuum the impoverished na- 
tions must anticipate the future by issuing capital in the 
present and amortizing it in accordance with the life duration 
of the capital structures and utilities needed for reconstruc- 
tion and development. It is a tragi-comic self-deception to 
believe that we must help them to do this as a matter of 
charity. It is to our own interest and ultimate advantage to 
co-operate with our neighbors on a live-and-let-live basis. 

The United Kingdom and the entire British Common- 
wealth is no less interested in such a creative credit policy 
than Soviet Russia and ourselves. Such a policy is the 
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prerequisite for full employment and production abroad 
and at home. It is therefore gratifying to know that before 
his recent death the late Sir Kingsley Wood, Chancellor of 
the Exchequer, agreed on prolonged government control of 
prices and raw materials to avoid a too extensive inflation 
or deflation after the war, and agreed furthermore, “on the 
issue of new capital. Nations must agree,” he stated, “on 
a common postwar economic policy and an international 
monetary and credit system.” 

The London Times has taken an even more constructive 
position. In its Literary Supplement the reviewer of my 
book ** in which the Bank is explained in detail, invited 
me to show more clearly how the Bank of Nations can be 
co-ordinated with the activities of the Bank of England. 
He suggested that the long-term activities of this world 
bank could best be administered in the British Common- 
wealth by the Securities Management Trust of the Bank 
of England (and by similar Dominion institutions). An 
excellent idea! 

Dr. William Temple, the Archbishop of Canterbury, 
published shortly before his death a progressive book on 
peace: The Hope of A New World. And before the British 
Bank Officers’ Guild he stated: 


The economic convenience of a World-Bank Plan, proposed by 
some people in the United States, I see perfectly well; but—as far 
as I know—the proposed bank would be responsible to nobody. I 
do not see to whom it could possibly be responsible. We have not 
got anything like a world government and are plainly not going to 
have it for some time to come. So you would have an instance of 
irresponsible power. If you regard it as axiomatic that irrespon- 
sible power is always an evil you will be very shy of this expedi- 
ent coming in at this stage of human history. 


Again, there is no argument against this point of view. 
Were it a fact that the Bank would be responsible to nobody, 


11 Hans Heymann, Plan for Permanent Peace (New York: Harper & Bros., 
1941). [Rev. ed. London: Allen & Unwin, 1942.] 
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I would be the first to say the Archbishop is perfectly right. 
It would be an evil. We could not create a power of such 
magnitude without democratic control of that power through 
effective collective security. 

As far back as we can trace the history of common action 
among men or groups there has always been the open ques- 
tion: quis custodiet custodes?—who watches over the guar- 
dians? And still we have—and not without some success— 
created all forms of collective operation and administration, 
from the self-centered corporation, trust, and cartel to the 
selfless nation, commonwealth, and federal union. Now we 
are gradually approaching the highest probable level of 
human organization, namely, a world super-structure. So 
we may be confident about the guardianship of the Bank of 
Nations. Ié will be responsible individually and collectively 
to all nations that voluntarily participate in this great ven- 
ture. It will be controlled with the corporate safeguards of 
modern national and international law and administration, 
through responsible operators and employees. 

Dr. Temple, after reading this text, responded in a letter 
dated April 22, 1943: 


I am most eager that we should press forward in the direction 
of an ultimate world government, which would no doubt institute 
and control a world bank; but I confess that your address does not 
ease my mind about the danger of such a bank at the present time 
being in fact irresponsible, I do not see how in practice the inter- 
national bank can be responsible, as you say, to individual nations 
at all or to all nations collectively unless some organ of interna- 
tional government is established. Sharing in it will be quite vital to 
the prosperity of any nation, and none but the very strongest will 
be able to resist its control. Of course I am not opposed to the 
mere idea of a world bank, but I am very much concerned about 
the order in which these steps towards better world organization 
are undertaken. 


This letter, I feel, represents the conviction of many sin- 
cere fighters for peace. They are eagerly pressing forward in 


Google 


THE FINANCING OF AMERICAN-RUSSIAN BUSINESS 163 


the direction of the world government that would control a 
world bank, but are very much concerned about the order 
in which the steps toward better world organization are 
undertaken. At San Francisco the super powers agreed on 
a political securities charter and provisional economic 
schemes which, let us hope, will pave the way for a genuinely 
creative economic, social, political, and functional world 
organization. 

Politically I look for a supernational Federal World Au- 
thority; it is essential; it is inevitable. All classes and trades 
and professions must seek for the particular adjustment 
that their class or trade or profession must make to bring 
about this World Authority—and this applies tenfold to 
the bankers of the world. 

The British are rightfully proud of their royal bankers, 
who financed Europe after the Napoleonic War and later 
the Empire and Commonwealth as well. Americans can be 
equally proud of their bank-pioneers, who conquered and 
developed the New World with great vision and skill. But 
here in the Bank of Nations the banker will find an oppor- 
tunity to make good the many human errors and failings of 
the past with a truly social-minded, unselfish attitude for 
the common good. He will have the greatness to show that 
he can distinguish between “business is business” and his 
obligation toward the common man. 

Evil power can be checked and curbed successfully if the 
democratic nations are united and willing to create adequate 
representation and strong protection against irresponsibility. 
The war itself, in the broadest sense, is being fought for 
responsible, world-wide order in human and economic rela- 
tions. The San Francisco Security Conference must be con- 
sidered the first positive international attempt to create a 
body of protection against irresponsible acts of nations to 
disturb world peace. 

Although there are those who would like to believe that 
such a Bank will be an octopus or a suction pump on world 
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finance, or an irresponsible power to control the credit of all 
nations—to shift people, money, and machines from place to 
place and from country to country, or to commit other im- 
moral acts—we must not quiver in terror of such an imagi- 
nary big bad wolf. The Bank will not control the credit of 
Britain or any other country; nor will it be a capitalistic 
vampire to suck the world dry, nor an irresponsible power 
to dominate the peoples of the world in true Nazi style; 
nor will it become an immoral instrument if we are deter- 
mined instead to make it a co-operative commonwealth insti- 
tution, respecting individual liberty under the law, promoting 
collective security, and working for the common benefit of 
all peoples. Selfishness and greed are vices that we must re- 
place with brotherly help. The strong must help the weak in 
order that all may survive. 


5. REALIZATION OF A BANK OF NATIONS 


Morgan’s Bank for International Settlements 

Some will say, “Very well, but why all the fuss? We 
already have such an organization—the Bank for Inter- 
national Settlements at Basle.” And one sickens as at the 
caricature of a being one has loved and honored. For the 
Bank for International Settlements has been abused and 
degraded. Although through fair weather and foul the Bank 
has gained much experience in dealing with the technicali- 
ties of international clearing, the hope that it might perform 
some creative function has never been fulfilled. Its statutes 
are so limiting that one might better call it a papier maché 
imitation of a world bank. Unless those statutes are enlarged 
to include more creative money and credit functioning, it 
will remain a sterile tool of clearing with the shadow of 
reparations darkening its reputation. 

There is no evidence that during the Nazi period, and 
under the shadow of the Axis, the B.I.S. has acted uncon- 
stitutionally or inimically to the Allied cause. Even in the 
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last five years of war it has managed to save face, and its 
unique experience, in freedom and in servitude, may be of 
some practical use in the future. But always there will cling 
to it the bad odor of the occasion in 1939 when, under British 
pressure and despite protests from many sides, the B.I.S. 
paid over to the Nazis thirty million dollars in gold that had 
been deposited by the Czech government.’ Since then the 
Bank has been further discredited by being used for the 
machinations of that evil spirit of Europe, Hjalmar Schacht. 
Indeed, in the winter of 1944, a peace feeler was put out that 
made those familiar with the characters behind the overtures 
ill with apprehension. We quote from a news report: 


Through the Bank of International Settlements at Basle the 
German World Economic Society, an organization of Germany’s 
biggest industrialists and financiers, was believed to be in touch 
with a powerful industrial group in England which before the war 
was identified with appeasement and a pro-German policy. 

The German Society has prepared the Schacht Plan, for which 
it is seeking support in Allied financial circles. This plan, so far as 
is known, offers the United States and Britain joint ownership with 
the present owners of German industry in return for a guarantee 
that Germany’s financial leaders shall choose the political leaders 
of post-war Germany and that the new German regime shall be 
permitted an armed police force to keep “order.” * 


That Dr. Schacht should be slated for a top role in any 
plan of German financiers and businessmen who hoped to en- 
list the aid of Allied bankers in securing peace terms—terms 
which would leave them in power after Germany’s defeat—is 
only logical. That such men as Montagu Norman, a British 
director of the B.1.S. and until recently Governor of the 
Bank of England, and Sir Otto Niemeyer, Norman’s pro- 


1 Chamberlain defended this transaction on the abstract and dubious 
legal ground that Czechoslovakia was now German territory, although the 
Nazis had only a bandit’s title to the late republic. The transaction was 
subsequent to the loan, by the British government, of eight million pounds 
for the Czechoslovakian government to buy out the French interest in the 
Skoda works—so that it was all “state property’—thereby simplifying Ger- 
many’s seizure when she moved into the country. See Pope, op. cit. ~ 

2 New York Post, February 23, 24, 1944. 
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tégé, might lend an ear to a proposal coming from Schacht, 
is also logical. The question in England, however, is what 
Attlee and Bevin will say; or in America, how Byrnes and 
Vinson will receive such plans. Luckily Bevin has no illusions 
about Schacht’s character, although, tragically, some English 
and American leaders do consider Hitler’s financial wizard 
a Nazi victim or hapless “expert.” But Bevin will not lend 
his hand to a deal with Schacht or any German magnate 
without consulting the Soviets. Nor will it, indeed, be 
possible for Western leaders to control these banking com- 
bines and industrial share packages without Russian sanc- 
tion of the arrangement. And the Soviets, we may be sure, 
will never leave in power in Germany the men who financed 
Hitler and those who, with Western support, tried to direct 
the furor teutonicus toward the east. 

No, the Bank for International Settlements, a makeshift 
when Morgan created it, is now worse: a politically discredi- 
ted agency.‘ 


The Export-Import Bank 

By contrast, the Export-Import Bank in Washington as- 
sumes more and more importance in world affairs and in 
Lend-Lease transactions.’ In collaboration with the Treas- 


3 The Russians have defined as war criminals “responsible for the crimes 
committed by the Fascist hordes in accordance with the principles of inter- 
national and Soviet law” not only Nazi military and political leaders, but 
also “the financial magnates, standing guard for the Hitlerite clique. For, 
with their funds, factories and guns they support and maintain the system 
of governmental banditry. Thus, the financial sharks must not be absolved 
from legal responsibility. By determining the policy of the Fascist party 
and helping to put it into practice and by action in concert with the other 
participants in these offenses, the German financial magnates too are accom- 
plices in the organization of the Fascist crimes, accessories to these acts.” See 
A. Farrin, “The Responsibility for Nazi Crimes,” Soviet Information Bulle- 
tin, Vol. III, No. 111, October 2, 1943. 

4 The official text of the Bretton Woods Conference’s Monetary Act, Art. V 
of the Agreement, reads: “The United Nations Monetary and Financial Con- 
ference recommends: The liquidation of the Bank for International Settle- 
ments at the earliest possible moment.” 

5 See the author’s “Lend-Lease, Whither Bound?”, Tomorrow, February, 


1943, PP. 38-39. 
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ury, the Bank is at present busy preparing the financing 
of the planned Russian ten-billion dollar purchases of 
American goods. This will be the greatest venture of this 
depression-born Bank, created in 1934 primarily to assist 
our export trade with more or less short-term loans. In the 
intervening years semi-political loans have been made: to 
Haiti for internal economic development; to China to sup- 
port the struggle against Japan; to Latin-American coun- 
tries for internal development (accompanied by friendly 
advice and co-operation from our government). For example, 
the large iron and steel mines and plant in Brazil, developed 
with an initial loan of forty million dollars, is an organiza- 
tion under joint management with the United States, and 
amortization of the invested capital is to be performed by 
the proceeds from purchases of the iron ore by the British 
and United States governments. 

Important to the development of credit usage is the fact 
that foreign governments have frequently guaranteed the 
investments and obligations of the Export-Import Bank, and 
that public and private interests have been combined. 


The Keynes Plan 

The pioneering Keynes White Paper of April 18, 1943, 
was the first constructive proposal made by British experts 
for an International Clearing Union. Lord Keynes, in dis- 
cussing it, declared the principal object of his proposal very 
simply: ° 


...to provide that money earned by selling goods to one soun- 
try can be spent on purchasing the products of any other country. 
In jargon, a system of multilateral clearing. In English, a universal 
currency valid for trade transactions in all the world... . Serious 
tariff obstacles, though we may try to abate them, are likely to 
persist. But we may hope to get rid of the varied and complicated 
devices for blocking currencies and diverting or restricting trade 
which before the war were forced on many countries. ... 

ee Speeches of the Day (New York: British Information Service, 
1944). 
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Now this universal currency is essential to the healthy trade of 
any country, and not least to our own, for it is characteristic of our 
trade that the best markets for our goods are often different from 
our best sources of supply. We cannot hope to balance our trading 
account if the surpluses we earn in one country cannot be applied 
to meet our requirements in another country. We shall have a hard 
enough task to develop a sufficient volume of exports, but we shall 
have no hope of success if we cannot freely apply what we do earn 
from our exports wherever we may be selling them, to pay for 
whatever we buy wherever we may buy it. ... If, however, general 
facilities on these lines are to survive successfully ...it will be 
a necessary condition that there should be a supply of the new 
money proportioned to the scale of the international trade which it 
has to carry; and also, that every country in the world should 
stand possessed of a reasonable share of that currency propor- 
tioned to its needs.... 


This international currency Keynes termed “bancor,” bas- 
ing it flexibly on gold. 

One of the great merits of the Keynes plan was the provi- 
sion that the clearing union might become the instrument 
and support of international policies of far greater scope. 
Lord Keynes believed the Union might become “the pivot 
of the future economic government of the world.” And he 
tried to keep the door open for the more ambitious plans for 
credit creation (issue). 


The White Plan 

The British plan was elder brother to an American plan 
for an international equalization fund published by Henry 
Morgenthau, Jr., and Henry D. White of the U. S. Treasury. 
The plan was subsequently revised and in that form appears 
more feasible.” It provides that during the first three years 
of operation the exchange rates of national currencies be 
adjusted by a majority vote of the managers of the proposed 
International Stabilization Fund if the nation whose cur- 


7 An International Stabilization Fund of the United and Associated Na- 
tions (Washington: U.S. Treasury, 1943). 
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rency is to be adjusted agrees to the adjustment. After the 
initial three years such adjustment would require a three- 
fourths majority. As the United States has already agreed 
that no single country shall have more than one-fifth of the 
total vote, the United States no longer insists on exercising 
a veto power over such decisions. 

The world money unit, termed the “unitas,” would be 
equivalent to ten dollars and convertible into gold; changes 
in its gold value, though possible, could not be made without 
an 85 per cent majority; that is to say, not without the 
consent of the United States. The Treasury insisted upon its 
formula for voting power instead of Lord Keynes’ proposal 
that the volume of a country’s foreign trade be the ratio of 
its participation. 

The revised White Plan did not solve the problem of how 
to discourage unsound economic policies which may disturb 
exchange equilibria. More discipline in this respect was be- 
lieved to be to the interest of all the individual nations and 
the union as a whole. The revised White Plan was somewhat 
influenced by a third world currency plan coming from 
Canada and termed a “clearing union.” This mediated be- 
tween the British and American plans. It endeavored to set 
aside one of the important provisions of the American 
scheme: the virtual veto power of creditor nations like the 
United States and Britain over any'internationalized post- 
war monetary control body. But it also proposed an inter- 
national credit-granting agency designed to help some of the 
debtor nations—including some former Axis nations—over 
the after-war hump when they will need foreign currencies 
to buy goods abroad. 


Many Plans Rushed upon Us 
A confidential plan was distributed to monetary experts 


4 The final plan of the U.S. Treasury, published by Secretary Morgen- 
thau on April 22, 1944, was somewhat watered down. Both “unitas” and 
“bancor” have disappeared. What remains is mainly a currency stabiliza- 
tion fund. 
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by its author, Paul Van Zeeland, former Belgian Finance 
Minister. And there exists a “secret” plan of Dr. Hjalmar 
Schacht—one which will prove to be clever, diabolically so, 
we may be sure. 

Anglo-American concern over return to gold resulted in 
plans by the Guaranty Trust Company and by Mr. Leon 
Fraser, former president of the Bank for International Settle- 
ment and late president of the First National Bank of New 
York. The latter attacked the problem of world reconstruc- 
tion on the basis of a dollar-sterling gold standard with the 
aid of a five billion dollar gold credit to Britain. Fraser 
supported “relaxation of the old gold standard by continued 
active management of the monetary mechanism with the goal 
of high production.” *° Both his policy and that of the Guar- 
anty Trust Company recognize the fact that a return to the 
gold standard is possible only if the pound and the dollar are 
firmly anchored to it (as by the five-billion-dollar gold credit 
by the United States to peg the pound with a stabilized 
dollar). 

Even more conservative is the Dewey Plan, directly aimed 
at helping Russia while offsetting any and all plans for 
international monetary or credit organization. Its author, 
Charles’ S. Dewey, representative from Ohio, has put 
before the House of Representatives a joint resolution *? to 
“provide for a central reconstruction fund to be used in 
joint account with foreign governments for rehabilitation, 


2 The rate between the two countries to be fixed by mutual] consent and 
protected during the post-armistice transition period by exchange controls. 

10 Fraser believed that the war itself has caused a redistribution of Ameri- 
can gold. This would facilitate the return to a modified gold standard. He 
thought that other nations would rally around the dollar-sterling gold bloc, 
and proposed to use the B.I.S. as international monetary center. 

11 Mr. Dewey is the former American financial adviser to Poland who once 
(in 1928) persuaded Litvinov to negotiate the Protocol whereby the Soviet 
Union, Esthonia, Latvia, Poland, and Rumania renounced war as an instru- 
ment of national policy: a specific regional reaffirmation of the Kellogg Pact. 
His reason for asking Litvinov for such a pact was that Poland, fearing the 
U.S.S.R., was spending 40 to 45 per cent of her budget on her army. 

12 Referred to the Committee on Foreign Affairs (H.J. Res. 226) on Feb- 
ruary 1, 1944. See also Congressional Record, March 16, 1944. 
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stabilization of currencies, and reconstruction and for other 
purposes.” Afraid that this country might “surrender its con- 
trol of its own economy,” Dewey and his sponsors as a mat- 
ter of principle are fighting any “fantastic panacea” that 
might become a genuine world organization. And we may be 
certain that whatever plans for international monetary co- 
operation may be advanced will always be fought by reac- 
tionaries as “bureaucratic” and “dangerous to American 
independence.” 

At any rate, it is now definite that officials of the United 
States government are willing to grant an initial loan of ten 
to fifteen billion dollars to Russia, on long terms. What will 
happen to this loan in Congress is unpredictable. The Treas- 
ury heads, Morgenthau and his assistant, Dr. White, en- 
visioned such a loan as part of the function of a United 
Nations or World Bank. 


A United Nations Bank for Reconstruction 
and Development 

A United Nations Bank may well represent the first step 
toward the ideal Bank of Nations. If such a Union Bank can 
handle credit problems adequately and in such a way as not 
to impede a future world solution, we may as well take the 
first steps now. 

The first outline of such a Bank to provide long-term capi- 
tal for rebuilding and developing the world after the war 
was laid before the American Congress in October, 1943. 
(The Bretton Woods Conference has agreed on the plan 
in toto.) 

The Bank would operate in the international field on a 
basis similar to that of the Reconstruction Finance Corpora- 
tion in the United States. It would spread the burden of inter- 
national operations among member nations in proportion to 
their capacity, United States participation being less than’ 
50 per cent. The Bank, as the Treasury has emphasized, 
would not compete with private capital since it would lend 
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“only when the borrower is unable to secure the funds from 
private investment sources on reasonable terms.” As the 
R.F.C. has done with success in the United States, it would 
encourage private (lending) agencies to provide long-term 
capital for sound development of the productive resources 
of member countries when necessary, and to co-operate with 
and supplement private capital for that purpose. The text 
of the Treasury’s guiding principles for the proposed United 
Nations Bank has been published in the American press and 
it awaits the sanction of Congress.*® 


Agreement on Basic Action 

Former Secretary of State Cordell Hull subsequently an- 
nounced that conferences had been held for a “World Bank.” 
And on April 22, 1944, the Secretary warned Congress and 
the United Nations that the currency stabilization and world 
investment plans proposed by Secretary Morgenthau should 
be put into operation before the end of the war. This would 
save much time in bringing about domestic and world-wide 
prosperity and would immeasurably strengthen the prospects 
of an enduring peace. Hull knew that after the war “we will 
be faced with the most difficult international reconstruction 
job in the history of the world.” 

For the first time, most of the experts of some thirty Allied 
and Associated nations agreed on principles upon which a 
program for world currency stabilization, at least, could be 
based. It was largely due to Secretary Morgenthau’s untiring 
efforts that these experts recommended in a joint statement 
on April 11, 1944, that the nations which they represented 
subscribe some eight billion dollars to an international 
stabilization fund in gold and local currency.”* 

13 A Bank for Reconstruction and Development of the United and Asso- 
ciated Nations (Washington: U.S. Treasury, Nov. 24, 1943). See also official 
text of final Act of the United Nations Monetary and Financial Conference, 
Bretton Woods, July 1 to 22, 1944- 


14 Further, that its resources be used to allow them to maintain exchange 
stability while correcting maladjustments in their balance of payments, They 
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The Bretton Woods Conference 

From July 1 to 22, 1944, at Bretton Woods in New Hamp- 
shire, representatives of the governments of forty-four na- 
tions agreed to participate in plans for an international bank 
and a stabilization fund in proportion to their countries’ 
trade volume, gold holdings, and gold production. The 
United States is to contribute $3,175,000,000; the United 
Kingdom about $1,300,000,000; Soviet Russia $1,200,000,- 
000; China $600,000,000; France $450,000,000; India 
$400,000,000; Canada $300,000,000; and so on. They 
agreed on the following: ** 

1. An International Monetary Fund for currency stabiliz- 
ation, exceeding eight billion dollars (to be increased to ten 
billion when former Axis nations become acceptable as par- 
ticipants ).7 

2. An International Bank for Reconstruction and De- 
velopment, with an authorized capital stock of ten billion 
dollars. 

The main aims of the stabilization fund can be summarized 
as follows: to promote international monetary co-operation; 
to facilitate the expansion and balanced growth of interna- 
‘tional trade and thereby contribute to the promotion and 
maintenance of high levels of employment and real income; 
to promote exchange stability; to assist in the establishment 
of a multilateral system of payments; to give confidence to 
member countries by making the Fund’s resources available 
to them, under adequate safeguards (thus providing a means 


would be able to buy foreign exchange from the fund with their own cur- 
rencies to the extent of their quotas to meet international payments consist- 
ent with the purpose of the fund. 

15 The participation includes exiled governments. Neutrals such as Turkey, 
Sweden, or Switzerland are not included, although they and even the enemy 
nations may later be included in the proposed fund. 

16 For details of both plans see official text of the final Act of the United 
Nations’ Monetary and Financial Conference held at Bretton Woods, N. H., 
July 1 to 22, 1944. 

17 The plan comes nearer to the revised White plan and the Canadian plan 
and is considerably watered down by comparison with the original plans 
of Keynes and White. 
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of correcting maladjustments in their payments without re- 
sorting to measures destructive to national and international 
prosperity); to shorten the duration and increase the equi- 
librium of the international balance of payments. 

Mr. White, guiding spirit of this plan, has always stressed 
the fact that its success or failure depends mainly upon 
sound moral and expansionist trade policies on the part of 
American business. We must lower our tariffs and consider 
import as vital as export. A greater part of our increased 
national income must go into exports, for which we must 
accept foreign goods (in preference to gold). Without such 
a dynamic trade policy we cannot solve our national full- 
employment problem. And though this plan of currency 
stabilization may not be perfect, we must fully agree with 
Dr. White that an expansionist American trade policy is the 
prerequisite to its success. 

On the gold question our prominent economists are not 
unanimous. Some believe that the British, others that the 
Americans will come off better with it. The fact is that a 
certain degree of flexibility (the British demand) has been 
preserved, and the value of gold has been safeguarded for the 
time being (at present more to American interest). All in all, 
the Act is a compromise. 

Unfortunately our big banking figures have attacked the 
plan with vigor, fearing losses in business and interest 
margins. They disregard the fact that most of their business 
opportunities depend entirely upon relative exchange sta- 
bility and other vital functions of the Fund. Above all, they 
do not sufficiently appreciate the importance of a low interest 
level for full employment and stable income. Still dreaming 
of a return to the “conservative” gold standard, they cannot 
yet see that the greater flexibility of exchanges under the 
Bretton Woods plan is vital for an expansionist enconomy 
and steady prosperity. Their refusal to see the inevitable 
social and political crises that lie ahead of us is so stubborn 
as to seem almost willful. There is a great deal of protest at 
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American “sacrifices” which are, actually, only the most 
elementary form of self-protection. 

Be that as it may, the responsible representatives of the 
nations must be congratulated on their positive and con- 
structive agreements. By contrast with the preceding Bank 
for International Settlements (to be liquidated, as they 
propose), a new system of solidarity has been launched. May 
the final decision be confirmed by a strong and understand- 
ing generation! 

The second item in the program, the Bank of Reconstruc- 
tion and Development, has been agreed upon in all its major 
provisions. Lord Keynes, as chairman of the British delega- 
tion, has thus summarized its purposes: to assist in recon- 
struction, including the restoration of economies destroyed 
or disrupted by war and the reconversion of productive 
facilities to peace-time needs. Further: 


To develop the resources and productive capacity of the world, 
with special attention to the less developed countries, to raise the 
standard of life and conditions of labor everywhere, to make the 
resources of the world more fully available to all mankind, and 
so to order its operations as to promote and maintain equilibrium 
in the international balances of payments of all member coun- 
tries. 


On July 20, 1945, Congress completed action on legisla- 
tion for U. S. participation in the 44 nations’ agreement 
drawn up at Bretton Woods, with three minor amendments."* 

In leading the way to world economic co-operation the 
Congress of the United States has shown its genuine desire 
to be a factor in the solving of world financial problems. 

We can be sure that Bretton Woods was only the first in a 
series of similar international economic conferences. But it 
will have broken the ground in the realm of international co- 


18In the same breath Congress passed a bill extending the lending au- 
thority of the Export-Import Bank from $700,000,000 to $3,500,000,000. 
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operation if these points of agreement become the basis of 
more ambitious and creative world credit plans. 

And how does this affect business with Russia? American 
business, eager to get hold of the billions of dollars’ worth 
of Soviet orders, has put pressure on the Treasury to work 
out a satisfactory credit scheme. And the Russians have rea- 
son to participate in these international plans. Stabilization 
and adjustment of currency are not of vital importance to 
their internal socialized regime, but are necessary when they 
trade, as they are resolved to do, with capitalist countries. 

The new plan preserves the value of gold but implies no 
fixed gold standard. This is a matter of considerable interest 
to Russia as the second largest gold producer of the world. 
She will be able to contribute her $1,200,000,000 share, or 
more, partly in pure Russian bullion. But, although Russia 
could speed up gold production to the point of claiming first 
place, she will never agree to any monetary measure that is 
against the interest of the common people of the world. At 
present she is concerned about the ten billion dollars’ worth 
of equipment she herself needs but cannot pay for entirely in 
cash. Stricken as she is, her exports will not soon reach one- 
half to one billion dollars per annum. Russia’s immediate 
need is for an inexpensive, long-term loan. As we have seen, 
she will probably be accommodated primarily by the United 
States. 

There is one consideration that seems radical, or fan- 
tastic, or unthinkable to most Americans: this is, that a 
government—even in a capitalist society—is not necessarily 
itself a capitalistic business enterprise. Theoretically there 
is no reason why governments of friendly nations should 
charge each other fixed interest on loans. On a long-term 
account about 5o per cent of the cost of borrowing would 
be saved if interest were not charged. Only servicing, for- 
feit, and insurance are actually essential charges. Altruistic? 
Perhaps. But sensible, too. Russia—all European nations 
seeking goods—will purchase where they can get the best 
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credit terms as well as the best products. By enabling the 
Russians to obtain such credits, the United States govern- 
ment enables its citizens to do a business that will help to 
absorb the postwar shock and create steady employment. 

If American assistance takes the form of the actual crea- 
tion of a United Nations or even a World Development 
Bank, so much the better. Such an institution, guaranteed by 
all participating nations, will certainly encourage private 
investment and absorb available funds. Furthermore it will 
assist and provide funds for reconstruction and development. 
But it does not—and perhaps cannot—yet assume the role 
of credit creator. Nevertheless, lack of sufficient funds from 
private sources in the after-war economic vacuum will force 
the bank, or some other affiliated institution, to anticipate 
the future by issuing credit up to ten times the capital of the 
bank: that is, up to one hundred billion dollars. 

No matter what form world banking takes in the imme- 
diate future, the issue will ultimately be decided by practical, 
progressive, farsighted statesmen of America, Britain, 
China, France, Russia and the other powers. And it will be 
a real Bank of Nations. 
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THE DEBITS AND CREDITS OF 
AMERICAN-RUSSIAN RELATIONS 


1. THE DEBT GHOST THAT HAUNTED A GENERATION 


Tae Conference of Genoa in 1922 might very well have 
been for the last postwar generation what Hoover and Gib- 
son have recommended for the postwar generation to come: 
a true peace conference after a “breathing spell for the 
rebuilding of political life and economic recovery.” * Unfor- 
tunately Genoa was nothing of the sort. This time, happily, 
the leading powers and all the United Nations are discussing 
short- as well as long-view problems much sooner and much 
more thoroughly, even during the period of active hostilities. 
But at Genoa, emotions still raged. 

At that time the Soviets were isolated by a hostile world 
and were feeling their way through years of starvation, infla- 
tion, and crisis. In 1921 when Lenin, great father of the 
Revolution, was forced to adopt the New Economic Policy 
(NEP) with some compromises with capitalism—very much 
against the wishes of other revolutionary doctrinaires—the 
world hopefully believed that the socialist experiment had 
already failed. 

The Russian economic system was still in a desolate state 
and her purchasing power in foreign markets almost nil. This 
was hard on the trade of other countries and the industrial 
nations to the west were deprived of the great Russian supply 

1 Herbert Hoover and Hugh Gibson, The Problems of Lasting Peace (New 


York: Doubleday, Doran & Co., 1943). 
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of cheap raw materials and foodstuffs. It was very much to 
their interests that Russia make a rapid recovery. And the 
Russians, on the other hand, certainly needed outside help. 
In the conferences at Cannes, at Genoa and later at the 
Hague, they earnestly sought Western business relations, 
which they needed even more urgently than they did political 
alliances. 

Great Britain and France toyed with the idea of resuming 
diplomatic relations with Russia. Lloyd George, more than 
Briand or Poincaré, had begun to realize the economic im- 
portance that such a pact would have for the whole of 
Europe. He took the initiative by inviting twenty-nine na- 
tions, including the United States? and the British Domin- 
ions, to take part in a great congress called at Genoa for the 
the expressed purpose of restoring world economic equi- 
librium and establishing what he thought would emerge as a 
genuine peace. 

Lenin, because of ill health, was unable to attend; George 
Chicherin headed a Russian delegation consisting of Lit- 
vinov, Joffe, Krassin, and Vorovsky. France was represented 
by Louis Barthou, Minister of Justice to Poincaré, who was 
completely under the influence of both Poincaré and Briand. 
The German delegation was headed by Walther Rathenau, 
Foreign Minister of the Weimar Republic, and his collab- 
orator, Maltzan. Lloyd George represented England. At the 
invitation of Rathenau, I had the privilege of taking part in 
the preparation of the economic parts of the Conference. 

Litvinov was the first to take up the debt question. In an 
address on April 17 he declared that the Russians had come 
to the Conference as winners and not as debtors. The Allies, 
he said, had lost their interventionist war with Russia; the 
Russians were there to make peace. He offered to recognize 
Russia’s prewar debts if the Allies in turn recognized and 
paid for the damage done to Russia by Kolchak, Denikin, 
Wrangel (all interventionist generals financed by the Allies), 


2 Actually the United States sent only an unofficial observer. 
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and by the blockade, for which America too was partially 
responsible. The damage from intervention and blockade 
amounted to thirty-five billion gold rubles. In the period from 
1914 to 1917 Russia had also laid out for the Allies a sum 
of twenty billion gold rubles.° If these Allied obligations 
were paid, Russia agreed in turn to pay the prewar tsarist 
debts, although these had been incurred by a government 
utterly repugnant to and overthrown by the existing one. 

The Allied leaders smiled. No one took Litvinov’s demand 
for reparations seriously.* They had always justified their 
intervention and their support of the counter-revolutionaries. 
To pay serious attention to the Bolshevik’s claim would have 
constituted an admission that was diplomatically impossible. 
They knew what Litvinov wanted: diplomatic recognition 
and financial help. He was, they felt, a shrewd trader. 

But this was the only point on which the Allies agreed. In 
other respects they had differing aims, opinions, ambitions. 
Lloyd George wanted, in principle, European recovery and 
practical collaboration among all nations. He was open to 
any constructive settlement that would help general rehabili- 
tation. The French, however, insisted on a scheme conceived 
earlier at London, by which Russia was to collect her repara- 
tions from Germany. This would nearly double German 
reparations and inhibit any possible co-operation between 
the two outcast neighbors; and France would accept the 
cash obtained from Germany in payment of Russian prewar 
debts in France. By way of persuasion, Russia’s war debts 
were to be canceled against her intervention claims.’ This 
elaborate quid pro quo was contained or implicit in a clause 
of the earlier London Agreement, and was discussed with 

3 A gold ruble was equivalent to $.51 in American money. 

4 Though the cost to Russia may well have been as large as Litvinov 
ar Pope’s account, op. cit. It is interesting to note that, when con- 


venient, the Western Powers did recognize Russia's claim for damage from 
their intervention. 
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the Russians privately without consulting the German dele- 
gation. 

The United States, to whom the Russian debt was negli- 
gible in relation to the state budget and to the general wealth 
of the country, nevertheless made the debt a cardinal point. 
She allowed herself to be misled by vested interests and 
prevalent oil interests. True, Britain and the Netherlands 
were also interested in Russian oil, but for the United States 
it was a fixed policy to insist on the recognition and repay- 
ment of debts unless the Soviets opened their rich oil fields 
for exploitation by the Allies.° Moral considerations were 
left to take care of themselves. 

Already at the time of the Washington Disarmament Con- 
ference in 1921, over which oil “spread a film of distrust,” 
the London Daily Mail had noted— 


One danger to a final and satisfactory agreement lies in the pres- 
ent conflict of English and American interests on the oil question ... 
on the one side there is the strong claim of the Admiralty to dictate 
the policy of Great Britain ...and on the other side there are the 
commercial interests of the Standard Oil combination, whose voice 
in American foreign policy is almost as powerful as the voice of 
the Admiralty in British foreign policy.” 


And Herbert Feis remarks of the 1922 meetings: 


While the question of oil was not among the formal matters of 
discussion at the Genoa Conference, a behind-the-scenes struggle 
developed concerning, first, the method and form of the possible 
return of expropriated foreign-owned oil properties in Russia; 
second, a false glare of hope for new concessions; and third, the 
right to participate in Russian exports. The suspicions of both 
the American and French interests centered on the Royal Dutch 

® Herbert Feis, Petroleum and American Foreign Policy (Food Research 
Institute, Commodity Policy Studies 3, Stanford University, Calif., March, 
1944), pp. 7-9. Feis remarks, “Disputes over oil stained the conference 
tables darkly with mistrust at the end of the last war. They produced a 
weary disbelief in the avowed purpose of governments, and led many to 
conclude that desire for oil, not for peace and justice, dictated policy. This 


must not happen again.” 
1 Daily Mail, Nov. 9, 1921 [London]. 
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Shell combination. The American government was represented 
at the conference only through an observer, who took cognizance 
of the undercover oil dispute in a statement which served notice 
that the United States will never consent that any scheme what- 
soever, national or international, shall be applied unless it takes 
account of the principle of the Open Door for all and recognizes 
equal rights for all.® 


To this revealing statement may be added the unpleasant 
fact that pressure by oil interests to make concessions on the 
part of Russia a sine qua non for recognition and/or credits 
made the Conference of Genoa a failure. 


We saw at Genoa [reported A. L. P. Dennis in the New York 
Times °] the amazing spectacle of capitalists of the world waiting 
the signal for a new sort of oil rush, a contest as to terms to be 
made with Soviet Russia. The reaction of this state of affairs be- 
hind the scenes at Genoa, on the public and political negotiations, 
is obvious. For side by side with protest and passionate appeals 
of the political chieftains at Genoa and Paris and Moscow, there 
is a struggle going on between various financial groups to deter- 
mine their position in the future development of business with 
Russia, 


The Memorandum “Cooked in Oil” 

Let us now review briefly the nice piece of sophistry that 
was cooked up at Genoa, and the Russians’ reaction to it. 
After reading the documents exchanged at the Genoa Con- 
ference we may well view our prewar record of dealings 
with Russia in a different light and may consider the war 
debts of our brothers-in-arms from a slightly different angle 
when the debt question is brought up at the end of this war, 
as sooner or later it will be. For it is bound to arise when 
Lend-Lease comes to be liquidated. 

The men who dominated the Conference of Genoa lacked 
the most rudimentary generosity and good-neighborliness 


§ Feis, op. cit. 
® May 14, 1922. Quoted by Feis, of. cit. 
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toward, or respect for the new Russia. They did not com- 
prehend the staying power of the Soviet idea, and despite the 
Soviet decree on the Annulment of Foreign Debts (January 
21, 1918), had prepared in detail the status of Russian debts. 
The total debt to which Russia was obligated by their view 
of things amounted to 13,823 million gold rubles, of which 
6,681 millions were for war loans and 7,142 for prewar 
debts, both public and private.”° The principal creditors were 
Great Britain, France, the United States, and Belgium.” 

The Genoa Conference Memorandum of May 2, 1922, 
signed by a group of Powers and transmitted +° to the Rus- 
sian delegation, opened with a melodious organ prelude of 
fine aesthetic quality: 


The problem of the restoration of Russia, with a view to the 
establishment of peace over the whole of the Continent of Europe, 
has been considered in the most serious and sympathetic manner. 
There is a general and sincere desire that friendly relations should 
be restored among all the nations and that the Russian people may 
take its historic place among the European powers [sung with 
voce celesta]. 


10 Millions of Rubles 


Prewar state debts .. 3,850 
Guaranteed loans . 5 870 
Municipal loans ........ F 422 
Industrial investment . +s. 2,000 
Ware loans’ ire oe oan 3 Re een ne Dien Men. 6,681 


Total 13,823 


Interest charges, without considering amortization, amounted to 400 million 
rubles on the wir debts and 320 millions on the various prewar obligations, 
making a total of 720 million rubles. 

11 The prewar government debt was largely to France (80 per cent) and 
Great Britain (14 per cent); the industrial securities were mainly in France 
(32 per cent), Great Britain (25 per cent), Germany (16 per cent), Belgium 
(15 per cent), and the U.S. (6 per cent); the war debts owed to Great 
Britain (7o per cent), France (19 per cent), and the U.S. (7 per cent). It 
was with these countries that Russia had to deal in the settlement of war 
debt problems. See Pasvolsky and Moulton, Russian Debts and Russian Re- 
construction (New York: McGraw-Hill, 1924). 

12 With a letter from Mr. Stranger, president of the political subcom- 
mission. 
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Russia in the past has been an important element in the system 
of Europe. [Change to voce melancholia.| But today her exhaus- 
tion is complete after the events which have drained her resources 
for the last eight years, and her elimination from the European 
economic system has added to the troubles from which the world 
is suffering [change to voce diabolica]. 

Every year the world deficiency in food and raw materials due 
to the failure of Russian supplies is being made up from other 
sources. 

In due course the gap would be filled so far as the rest of 
Europe is concerned, for trade, like water, finds new channels when 
the older channels are blocked. [How blocked? By tariffs? Have 
we not heard that “in Russia lie the great reservoirs of cheap raw 
materials and foodstuffs now denied to the industrial nations” ?— 
Change to voce melancholia. | 

But in Russia itself, privation, misery, and famine would con- 
tinue to spread and thus constitute a plague spot of increasing 
menace to the European system. Such a fate for Russia and for 
Europe the powers are deeply anxious to avert (once more, voce 
celesta]. 

The reconstruction of Russia must take place above all in the 
interest of Russia herself. But [crescendo] Russian prosperity can- 
not be revived without the assistance of the capital [sic!] and 
the commercial experience of the west. . . +° 


After the prelude in a minor key came the fugue in a 
strong major. The principal conditions which remained as 
the basis “on which any negotiations with Russia will be 
considered,” may be found in Par. 1, Clause II of the Mem- 
orandum. 


... The Russian Soviet government recognizes all public debts 
and obligations which have been contracted or guaranteed by the 
Imperial Russian government or the Russian Provisional govern- 
ment or the Soviet government itself toward foreign powers. 


No mention was made, of course, of the Russian claims. 
Succeeding clauses provided for the acknowledgment of the 


18 Pasvolsky and Moulton, op. cit. (Author’s remarks in brackets.) 
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claims of all the foreign private interests and investments in 
Russia that had been nationalized or confiscated from for- 
eign owners. Where restoration was no longer feasible, ade- 
quate indemnification by compensatory means was required. 
If an agreement between previous owners and the Soviet 
government on the question of compensation could not be 
reached, the previous owner should be entitled to submit it 
to a mixed tribunal of arbitration. The Memorandum also 
suggested “concessions” as to time allowed for payment of 
interest on the war debts (a mere 5 per cent). Very generous. 

I can well remember the impression that this sanctimoni- 
ous document made upon the Russians. Some were shocked, 
some disgusted, some depressed. Only Litvinov smiled—a 
bitter, knowing smile. He had expected it, and he was firm 
in his refusal to submit Russia to exploitation by foreign 
interests. Lenin had not sent him to the Conference to sell 
out the Revolution. He would not sacrifice the precious re- 
sources of the Russian people for the usurious credit whose 
terms we shall see in a moment. The music was not sweet to 
his ears. He heard in it only a single theme: the song of oil, 
in voce diabolica. 


The “Classic” Russian Reply 

Within little more than a week, a memorandum was de- 
livered to the Allies which Rathenau termed “one of the 
finest pieces of economic diplomacy ever formulated.” Malt- 
zan termed it “klassisch” (‘‘classic” in the humorous sense). 
It was not difficult to guess that Litvinov was the author of 
this document, known as the Soviet Memorandum and dated 
May 11, 1922. The straightforward Introduction (here con- 
densed) made known that: 


...The Russian delegation “to its great regret” was. obliged 
to observe that the memorandum represented a retrogression from 
the conditions offered to Russia in the agreement of the Villa 
d’Albertis of the 20th April, and even from the Memorandum of 


Google 


186 WE CAN DO BUSINESS WITH RUSSIA 


London, as well as a marked deviation from the lines laid down 
for the Conference of Genoa itself, and did not provide an equi- 
table solution of the Russian problem. 

The inviting powers, in summoning Russia to the conference 
had mentioned the necessity of “restoring its vitality to the Euro- 
pean system, which is now paralyzed,” for which the means were 
to be “the economic reconstruction of Central and Eastern 
Europe.” It was unanimously agreed that Russia was the state 
whose economic reconstruction was of the greatest interest to 
Europe and to the whole world. 

... The Russian delegation declared its willingness to consider, 
in concert with the other Powers, this fundamental problem and 
had, in accordance with the invitation of Cannes, come to Genoa 
with a whole series of plans and proposals concerning the credits 
and loans needed, in return for real guarantees. A detailed account 
of the juridical guarantees already realized in Russia for protec- 
tion of foreign nationals was at hand; as well as a list of indus- 
trial, mining, agricultural, and other concessions which it was 
desired to grant to foreigners. 

But this, the most important side of the Russian problem and 
of the economic problem of the world, had not even been touched 
upon. Russia’s obligation to accept liability for the settlement of 
state debts and the claims of private individuals had been laid 
down as a condition preliminary to any examination of these 
questions. 

This method of procedure [the Russian Memorandum continued 
a little sadly] could only condemn to sterility the most important 
work of the conference. That a recognition of the debts of the 
former Russian governments was a condition essential to the 
co-operation of foreign capital in resuscitating the credit of New 
Russia was “contradicted by the fact that many foreign capitalists 
have already given their collaboration to Russia without waiting for 
a settlement of the question of debts [author’s italics|.” It was not 
the settlement of debts that would make capital flow into Russia, 
but the guarantees which the Russian government might be able 
to furnish for the future “and the international consolidation of 
this government which would result from its de jure recog- 
nition... .” 74 


14 For full text see Pasvolsky and Moulton, of. cit. 
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The reader will find it illuminating to read in the original 
this memorable document, which stressed the fact that— 


the repudiation of debts and obligations contracted by the former 
regime, abhorred as it was by the Russian people, can in no wise 
indicate in advance the,attitude of Soviet Russia, the child of the 
Revolution, toward those who would come with their capital and 
technical knowledge to help in its reconstruction. ... 


The Allied suggestion of arbitration for claims was se- 
verely criticized as tending only to poison relations between 
the Soviet regime and the capitalist system: 


Foreigners who went into Russia, not in consequence of a 
friendly agreement with the Russian Government to work under 
the protection of Russian laws, but by virtue of the decisions of 
a mixed arbitral tribunal, would soon feel the people’s hostility 
toward them. 


Moreover, the Russian government was ready to favor 
former owners of nationalized property by preferential 
right 


...in every case where the former property is to be granted as 
a concession, whether under the form of a lease, a mixed company 
formed by the state and the foreign capital, or under any other 
form providing for the participation of foreigners. 


The Memorandum also tried to explain that legally “gov- 
ernments and systems that spring from revolutions are not 
bound to respect the obligations of fallen governments.” ** 


15 The memorandum points to the French and other revolutions and the 
proclamation of the French convention of December 22, 1792, that “the sov- 
ereignty of peoples is not bound by treaties of tyrants.” In accordance with 
this declaration, revolutionary France not only tore up the political treaties 
of the former regime with foreign countries, but also repudiated her national 
debt. 

The repudiation of foreign debts by the Soviets was also based on a funda- 
mental principle of Karl Marx, who believed that the stranglehold of capi- 
talism would be undermined by the disappearance of the foreign investor 
class, 
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The Allies remained unconvinced, and the matter was 
never understood by the peoples of other countries or by 
their responsible leaders. Even those who should have known 
the historical implications and traditional legal consequences 
of an overthrow of the ancient regime disregarded the fact 
that there was no legal or ethical precedent on earth to force 
the Soviets to assume responsibility toward foreign powers 
for the sins of the tsars, for the cancelation of public debts 
and the nationalization of private property. Though the 
Western Powers were not unaware that world equilibrium 
and prosperity could only be achieved if Russian (and Euro- 
pean) production and power of consumption were restored 
and markets in central and western Europe allowed to re- 
cover, they stubbornly continued to insist on recognition of 
the tsarist and first World War debts as a sine gua non for 
diplomatic recognition and economic assistance. Though it 
was clear to everyone that the Soviets were unable to pay the 
debts within any predictable time, the Powers insisted on 
their acceptance of the obligation. 

However, if the Soviets would humbly submit, they would 
be helped in paying the debts with interest and stimulating 
production, by a loan of three billion gold rubles at the 
exorbitant rate of 8 per cent annual interest (this, of course, 
entirely aside from the interest on debt claims)! *° This 


16 This means an annual payment of 240,000,000 gold rubles as interest 
on a 3,000,000,000 gold ruble loan. See also Pasvolsky and Moulton, op. cit., 
pp. 46, 135, 137. In 1924, when the authors published this valuable book, 
they added the following footnote to the 8 per cent interest question: “It is 
doubtful if Russia could obtain such extensive credits...at a lower rate of 
interest than 8 per cent.” This may be so. In orthodox, freely competitive 
capitalistic systems, the rate of interest is influenced by such factors as 
risk involved, supply and demand, free competitive bidding. The risk, in the 
case of Soviet Russia, was considered greater even than that of Germany in 
spite of the tremendous reparation debt Germany had to carry. Later, when 
trade was resumed between Germany and Russia, Germany was able to 
borrow in Wall Street at 8 per cent and then to profit by extending short- 
term credit to Russia at 12 per cent! The Russians, here as always, lived up 
to their obligations with rigid promptness. 

And the Germans? In the early thirties Dr. Schacht declared, “Not a 
pfennig to the creditors!" and that settled it. How meekly the democracies 
took these repudiations from an aggressive Nazi Germany! 


Google 


DEBITS AND CREDITS OF AMERICAN-RUSSIAN RELATIONS 189 


generous offer needs no comment. The men who drafted the 
oily Memorandum to the Genoa Conference, and those who 
for many years afterward insisted upon the same terms for 
credit and “assistance” to the Soviets, contributed one of 
the dingiest chapters on ethics among nations to the history 
of Western civilization. 

For about eleven years after the Conference, the United 
States officially followed this pattern. Secretary of State 
Charles E. Hughes replied to overtures for recognition in 
1923 that “there would seem to be at this time no reason for 

negotiations,” and affirmed righteously that the American 
government was “not proposing to barter away its princi- 
ples.” Soviet authorities, he stated, were perfectly free to 
repeal their decree repudiating Russia’s obligations to this 
country, and recognize them. This required no conference 
and should be done in Moscow as evidence of good faith. 
“The American government,” he concluded, “has not in- 
curred liabilities to Russia or repudiated obligations.” 

The American government is still in the fortunate position 
of being able to say it has never “repudiated obligations”— 
but what other great power can so boast? In fact, so cynical 
was the attitude of debtor nations a little later that by 1932 
advocates of recognition of the Soviets laughed at the old 
“bad debts” charges against Russia. “Then the Soviets are 
in good company!” they said. 

Nevertheless, the Russians time and again suggested 
means of compensation for debts and for nationalized private 
property on the basis of mutual accommodation and adjust- 
ment.” They offered to compensate small bondholders and 


17The last estimate of U.S. Government claims against the Soviets 
amounted to: 


Debts Mai Rikers state ined ates 2% TE wiog te o, YA 
Anterest’ eo stances A ER « 100,000,000 
Total $292,601,297 


‘The total Russian war debt ran to about $279,000,000 without interest; pri- 
vate property to about $300,000,000. The Russian estimate was far below 
this figure. 
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private property owners, and suggested mutual equalization 
of public losses on a footing of reciprocity. They offered a 
modus vivendi with “mutual non-intervention in internal 
affairs,” but it had little effect on those who, in their preju- 
dice, spent years criticizing Soviet bad faith and predicting 
the imminent collapse of an “unstable regime.” These men 
sent the ghost of ancient debts wailing through the corridors 
of the world—a specter as insubstantial as the awful dragon 
called “Bolshevism,” whose legend they likewise inflated and 
kept alive. 


2. THE "UNFINISHED BUSINESS" OF PRIVATE 
AMERICAN CLAIMS 


Rightly or wrongly, nothing has more drastically inhibited 
the smooth development of American-Soviet friendship than 
the losses, or now more correctly the claims, on pre-revolu- 
tionary industrial and other private property in Russia 
owned by American citizens. As we know, the Soviet gov- 
ernment confiscated or “nationalized” all private industrial 
and commercial property of the tsarist era. No compensation 
was made to Russian owners, and none has ever been made 
to American or other foreign owners. Compared with the 
great ill-feeling caused by this situation in the United States 
for more than a quarter of a century, the amounts at stake 
are a mere bagatelle. Disregarding interest, only about three 
hundred million dollars are claimed in toto, and I have been 
assured that the claimants would settle for less. But from 


Russia’s public debt to Great Britain amounted to $3,357,000,000, con- 
sisting of: 


Government and railway bonds .,........... $ 330,000,000 
Commercial investments ..............--0205 261,000,000 
Wartdebts (cei 225 fences sess Cae AN RO 2,766 000,000 


Total $3,357,000,000 


See H. E. Fisk, The Inter-Allied Debts (New York: private print of the 
Bankers’ Trust Co., 1924). 
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many personal discussions I know how American claimants 
feel, deep down, about this “unfinished business.” * 

Not that they harbor any permanent grudge; the Amer- 
ican is too good a sport to wax dismal over matters long past, 
and has, in fact, shown on many occasions that he knows 
how to rise above this particular situation. American cred- 
itors have written off the claims as losses. Many of them have 
resumed business with Russia. The head executive of one 
of the largest claimant corporations showed me that even the 
last dollar “had been wiped from the books. 

Americans have drawn a line through the whole affair; but 
they will never forget it. They simply cannot understand it. 
Their confidence in the human side of commercial relations, 
their sense of fairness, has been shocked. Whatever one’s 
stand as to the justice of the claims, in principle and in view 
of events, this thorn will probably have to be removed before 
they can ever feel completely secure with their brothers in 
new Russia. 

One must know something of the American temperament 
to understand this prolonged attitude. It may appear strange 
to the Russian, but it is simply a deep-seated sense of fair- 
ness that has been offended. In many cases the losses were of 
assets (productive capital and physical property) that could 
in no sense be considered Russian “natural resources,” such 
as land, mines, etc. The experience, to an American, is some- 
what like having lived for many years in close and friendly 
relations with neighbors who had stored a trunk of per- 
sonal valuables for him in their attic. Then, after a family 
crisis, the household is taken over by younger members 
who suddenly cry out, “This is our trunk!” and refuse to 
return it or allow the owner to take it back. The American 


1The Committee on Russian-American Relations has issued a report en- 
titled, The United States and the Soviet Union, A report on the controlling 
Jactors in the relation between the United States and the Soviet Union, 
which mentions in particular the following firms: International Harvester 
Co., Babcock and Wilcox Corp., N. Y. Life Insurance Co., Equitable Life 
Assurance Soc., National City Bank, Russian-American Trade and Industrial 
Corp., J. Black Co., and the Russian-American Rato Corp. 
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cannot understand why the Russians do this, especially when 
they give every evidence of wanting to continue to be warm 
friends. The contradiction is particularly baffling in the 
case of assets that have not only been taken over, but have 
been exploited to the great benefit of Russia and even, in 
some cases, in competition with the previous owners in the 
markets of the world. 

One of the principal claimants said to me, “I shall always 
be waiting for the day when a Soviet representative will come 
to my office, sit down at my desk, and say to me: ‘Now let 
us settle that unfinished business.’ And a fair settlement it 
will be, as far as I am concerned.” 

It is, perhaps, a lack of vision on the part of the distant 
American that he does not realize the desperate, agonizing 
nature of the Revolution and how much was risked and 
swept away in it, not only property, but generations of 
human life, effort, and suffering. Nor does he realize how 
nearly it and the hopes of more than a hundred million) 
people were lost by interference. Nor how nearly it was lost 
in a nightmare of chaotic conditions in which American 
losses were so small a part as to be like a grain of sand in 
the sea—yet so enmeshed in diplomatic and other compli- 
cations, involving many nations,” as to be impossible of set- 
tlement, apparently, without entailing the ruin of new-born 
Russia. 

For the faraway American it remained, and to some 
extent still remains, incomprehensible. On the other hand, it 
would, perhaps, be illuminating to Russians to recall that 
America was founded by religious pioneers. These were peo- 
ple whose religion was not merely the encrusted or oppressive 
convention of centuries, but an ethical code—something liv- 
ing and real by which they measured their lives; and their 
strong instinct for honesty about even the smallest physical 

2 An agreement not to settle the private debts of any one country without 


parallel action elsewhere is the subject of an early Soviet treaty with Ger- 
many, still theoretically in force. 
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things is still a perceptible heritage. The example of the trunk 
is precisely to the point because, in an old American house- 
hold, even of the simplest farmer—especially in pioneer days 
when people moved about a great deal and depended on their 
friends—such a trunk or parcel belonging to someone else 
might be left for twenty years in an attic or a cellar, and still 
be scrupulously untouched when its owner came back. There 
are still places in New England, and no doubt in other parts 
of the country, where doors are never locked at night. And 
one of the famous (and true) stories about Abraham Lincoln, 
which all children learn, is of his walking six miles and 
back one evening to return a few cents to a customer whom 
he had accidentally overcharged in the store where he 
worked. 

This trait of scrupulous honesty about possessions grew 
‘in America out of religion and pioneer needs at a time when 
possessions were few and life depended on them. It is a real 
folk-trait in the old stock. So it is ironic that Russia, in the 
agony of a revolution to make life secure for her people, 
should have unwittingly offended a folk-feeling on which 
American pioneer strength and security were based. 

I recently had an opportunity to discuss the private debts 
issue unemotionally with a prominent Soviet official. I asked 
him whether he believed there was a chance for future set- 
tlement of these private claims, justifiable or not, simply as a 
political good-will gesture on the part of the Soviets. His 
answer left no doubt as to the possibility of wiping out this 
ghost. He said, “There are no obstacles in the way of a set- 
tlement of the private debts.” I did not inquire any further 
into the matter, but had the distinct feeling that this question 
could have been settled long ago if it had been taken out of 
the diplomatic pigeonholes—i.e., if it had ever been made a 
purely commercial instead of a political issue. 

Some claimants have tried to recover their claims by re- 
suming business relations with Russia. This has been ex- 
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tremely profitable in the case of a two-million-dollar claim 
of International General Electric. They got their money back 
through new business and not only indirectly recovered the 
claim, but established satisfactory permanent business rela- 
tions with Russia. This has been tried in several cases. 
However, there are many claimants who have never had the 
opportunity for recovery by means of new business. 

There is, for instance, the case of the Singer Manufactur- 
ing Company of New York, whose statement speaks for 
itself: 


The business of selling Singer sewing machines in Russia was 
commenced before 1870 and in time a sales organization was 
created throughout the entire empire. In the year 1897 after a 
thorough examination by the Committee of Ministers who at- 
tached great importance to the proposal of the Company to estab- 
lish a factory for the manufacture of its products, the Imperial 
Government authorized the creation of a Russian company to 
take over the business. This company was entirely owned by the 
Singer Manufacturing Company. The business expanded steadily, 
with complete success, until it became one of the most successful 
business undertakings ever developed, with more than 30,000 
employees in 1914. 

Following the Soviet revolution of 1917, the Company was first 
placed under government control and finally all the Company’s 
property in Russia was confiscated, including the Podolsk factory, 
extensive timberlands, a large office building in Petrograd, raw ma- 
terials, machinery, stocks of sewing machines and parts in the 
factory and in the more than 3,000 shops and warehouses which 
had been established at that time throughout the Russian Empire, 
and in addition open accounts payable by more than one million 
customers who were purchasing machines on installment terms, 
in addition to large amounts of cash and government securities. It 
has been conservatively estimated that the value of the property 
confiscated was upwards of $100,000,000. 

No compensation for this confiscation has ever been made nor 
has any of the confiscated property been returned to the Company. 
On the contrary, the Company’s factory in Russia has been used 
by the Soviet authorities for the manufacture of sewing machines, 
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some of which have, from time to time, appeared in export markets 
in competition with genuine Singer machines. 


There is obviously no chance for new business in Singer 
machines under those conditions. In the case of the Interna- 
tional Harvester Company of Chicago there was some new 
business with Russia. Mr. William Elliott, vice-president 
and general council, was kind enough to make the following 
statement of the Company’s experience: 


Russia was one of the International Harvester Company’s larg- 
est foreign markets for agricultural implements. This export trade 
began over fifty years ago, increased from year to year and con- 
tinued until shipments were stopped by war conditions during 
the first World War. 

To meet the desires of the Russian Government for manufacture 
within the country, a Russian subsidiary was organized in 1910 
and a factory established at Lubertzy, near Moscow. The whole- 
sale distribution of International Harvester Company products, 
including both those imported from the United States and those 
made in Russia, was carried on through a number of company- 
owned branch houses in Russia and Siberia. 

All of these operations were conducted on a mutually satisfactory 
and beneficial basis up to the time of the revolution. 

Following the decree of the Soviet Government nationalizing 
property, all of the Harvester Company’s branch houses were taken 
over by the government. The Company was directed to continue 
its factory operations at Lubertzy under supervision of the govern- 
ment, using its own money and doing its own financing as there- 
tofore. This continued until 1924 when the Soviet Government off- 
cially took over and nationalized the factory. 

The Harvester Company has never received any compensation 
for any portion of its properties and investment in Russia, all of 
which were lost by reason of the application to foreign concerns 
as well as domestic of the policy of confiscation or nationalization 
of private property. These losses ran into many millions of dollars. 

From 1928 to 1931 the Harvester Company manufactured and 
sold to Amtorg, the Soviet trading agency in the United States, 
large quantities of tractors. The Company’s relations with Amtorg 
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were satisfactory and all of this machinery was delivered and 
paid for in accordance with the contract terms. 


The situation was similar in the cases of the Eastman 
Kodak Company, of Remington Rand, and others. 

There are other cases of loss no less pathetic than that of 
the Singer Company. In the tsarist era, Russia entertained 
important connections with foreign countries in ocean marine 
insurance and re-insurance. These connections have been 
revived under the Soviet regime, though on an entirely dif- 
ferent basis. Other forms of insurance, such as fire insurance, 
have been socialized. However, in the field of life insurance 
the losses of American companies which pioneered in tsarist 
Russia were considerable. Mr. John Foster Dulles, partner 
of Sullivan and Cromwell, attorneys for the New York Life 
Insurance Company, has furnished me with a statement 
which speaks for itself: 


Under the Tsarist regime the New York Life Insurance Com- 
pany did in Russia a very large amount of life insurance business 
through its Russian branch. In accordance with the Russian regu- 
lations the full reserves against this insurance were retained in 
Russia and invested principally in Russian government and rail- 
road bonds. With the advent of the Soviet regime decrees were 
issued which first aimed at nationalizing insurance and later at 
replacing insurance entirely in favor of state provision for need. 
In this connection the government took over the company’s re- 
serves of the value of about $67,000,000. 

Many of the insured, however, were refugees from Russia or 
residents of territory detached from Russia, and they were 
dissatisfied with the proposed new system. An organized effort was 
made to accumulate the policies of such insured for claims against 
the insurer in New York. Many suits were brought there. At that 
time there was little understanding here of the social purposes of 
the government of the Soviet Union and their action in Russia 
was looked upon as an act of banditry, not affording any legal de- 
fense. Accordingly, the New York Life Insurance Company made 
very substantial payments on these policies, although it had been 
deprived of all of the reserves into which the premiums had gone. 
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These settlements placed a double burden on the company and 
an equitable call for some adjustment between the company and 
the Soviet government. Thus, the value of the company’s Russian 
reserves, wholly taken over by the Soviet government, ought to 
be apportioned on the basis of the insured taken care of by the 
company and the insured taken care of by the Soviet government. 


Similar is the case of the Equitable Life Assurance Society 
of New York, though their losses were much smaller. Their 
Russian business prior to 1917 later became the subject of 
litigation that continued for many years, and the proceedings 
involved many complicated questions of law and fact. 

The experience of banks in their relations with Russia 
and pre-Soviet claims arising out of the Revolution became 
very confused in the process of endless litigation that fol- 
lowed. Mr. Ralph M. Carson, attorney, partner of Davis, 
Polk, Wardwell, Sunderland and Kiendl, New York, has 
represented the Guaranty Trust Company in some cases. He 
shows in the following statement the nature of the litigation 
in which the bank has been engaged in connection with 
Russian accounts: 


The Guaranty Trust Company, like other American corpora- 
tions, has been harassed by litigation for a period of more than 
twenty years on two general lines. 

In the first place, from 1919 until November, 1933, and even for 
some time thereafter, the Guaranty Trust Company had to deal 
with claims to ownership of Russian funds with it, asserted by 
corporations which had been nationalized and whose property had 
been confiscated by the Soviet government. Thereby the Guaranty 
Trust Company was put in danger of double liability. 

In the second place (and more particularly after November 
16, 1933, when the Soviet government was recognized), the claims 
of the Soviet government asserted by succession to these Russian 
corporations have been put forth in the courts against the Guar- 
anty Trust Company by the United States as assignee of the Soviet 
government. In this way the claims of the confiscating government 
continue to be asserted here as a matter of law, while there is no 
means of enforcing the claims of the Guaranty Trust Company 
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and other American nationals against the Soviet government (ex- 
cept through some such medium as set-off in the actions, statute 
of limitations or the like).? 


Mr. William W. Lancaster of the firm of Shearman and 
Sterling, attorneys for the National City Bank in New York, 
was kind enough to draw my attention to the following credit 
operations in dollars of Russia with the National City Bank 
during the first World War: * 


1. $11,000,000 Russian Treasury Notes issued in April, 1916, 
at a 5 per cent interest rate, renewed in May, 1917, and thereafter 
extended at a 6 per cent interest rate to November 1, 1919, when 
the notes matured and were not paid. 

2. $50,000,000 Russian Treasury Credit (614 per cent), issued 
June, 1916, due June 18, 1919, and not redeemed. 

3. $25,000,000 Russian Treasury Bonds (53 per cent), issued 
November, 1916, due December 1, 1921, and not redeemed. 


Of the foregoing items the National City Bank at the 
present time holds for its account: 


Of item (1) ......... $6,960,000 
Of item (2) ......... 1,133,000 
Of item (3) ......... 1,226,000 

$9,319,000 


In addition to the debts in dollars owed on these three 
loans the bank has additional claims for assets taken over 
by the Soviets; particularly those of the Petrograd Branch 
and Moscow Branch of the bank, consisting largely of money 
deposited in the State Bank of Russia and other Russian 
banks and never repaid. On these claims the Russian gov- 


8 For other claims kept alive through the United States as assignee, see 
also the decision of Judge Rifkind, 1943, United States vs. Curtiss Aviation 
Co., 50 F. Supp. 477. 

4 See Russia’s credit operations in the United States during the first 
World War, described in Russian Public Finance During the War, (New 
Haven: Yale University Press, 1928), published under auspices of the Car- 
negie Endowment for International Peace. 


Google 


DEBITS AND CREDITS OF AMERICAN-RUSSIAN RELATIONS 199 


ernment has never made available the records of the bank’s 
Russian branches. 

J. P. Morgan and Company wrote to the author through 
their vice-president, R. Wasson: 

During the course of the First World War in 1916, the old 
firm of J. P. Morgan & Company, acting as an underwriter, par- 
ticipated together with others in the sale in the United States 
of two dollar issues of the former Imperial Russian government. 
When the Soviet Government came into power, it repudiated these 
and all other foreign debts of the Imperial Government, and both 
issues have been in complete default since 1919... but the firm 
of J. P. Morgan itself retained no investment in these securi- 
ties and neither the firm nor this bank ever had an investment in 
Soviet Russia. ... 


In reviewing these cases one can readily appreciate the 
losses (both directly and through legal expense in courts 
and for the process of litigation to which they became sub- 
ject) of the various firms thus involved. Most practical ob- 
servers are of the opinion that the whole situation can best 
be concluded by a political good-will gesture on the part of a 
co-operative Soviet Russia, meeting a compliant America 
halfway in the new spirit of give and take. If these losses 
are ever to be recouped it will be primarily through good will 
rather than legal argument. In a general settlement of all 
private claims, of course, no distinction would be made 
between concerns who have been able to transact business 
with Soviet Russia since then and those who have not. 

The pre-r917 claims of American nationals against the 
Soviet Government have been filed with the Department of 
State. However, negotiations between representatives of the 
United States Government and the Soviet Government in an 
effort to reach an agreement for the settlement of outstand- 
ing claims were finally terminated on January 31, 1935. 
On that date Secretary Hull made the following statement: 


You will recall the fact that in an effort to arrive at an agree- 
ment with the Soviet Government with respect to debts, claims and 
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credits for trade, negotiations were begun more than a year ago 
in Moscow and continued in Washington, but that no under- 
standing had been reached when Ambassador Troyanovsky left 
Washington in October to visit Moscow. 

In our last conversations with Ambassador Troyanovsky, prior 
to his departure, we submitted for the consideration of his Govern- 
ment a proposal representing the limit to which we believed we 
could go without complete sacrifice of the interests of American 
claimants and without unduly pledging the credit of our Govern- 
ment for the purpose of facilitating trade between the United 
States and the Soviet Union. 

The Government of the United States indicated its willingness 
to accept in settlement of all claims of the United States and its 
nationals (and of all claims of the Soviet Government and its 
nationals against the United States and its nationals) a greatly 
reduced sum to be paid over a long period of years. The Govern- 
ment of the United States indicated that it would accept payment 
through the application of a rate of interest beyond the ordinary 
tate of interest on credits extended to the Soviet Government 
with the financial assistance of the Government of the United 
States. To facilitate the placing of orders in the United States 
by the Saviet Government on a long-term credit basis, the Govern- 
ment of the United States was prepared to make, through the 
Export-Import Bank, to American manufacturers and producers 
requiring financial assistance in connection with the granting of 
credit or such orders, loans to a very large percentage of the 
credit granted. It was contemplated that the length of the credit 
extended would vary according to the different categories of goods 
and the Soviet Government was advised that the Government of 
the United States was not averse to making special terms in excep- 
tional cases at the President’s direction. It was intended that the 
loans extended to American manufacturers and producers should 
constitute a revolving fund for the continuous maintenance of 
Soviet purchases in the United States. 

We hoped confidently that this proposal would prove entirely 
acceptable to the Soviet Government and are deeply disappointed 
at its rejection. In view of the present attitude of the Soviet 
Government, I feel that we can not encourage the hope that any 
agreement is now possible. I say this regretfully because I am 
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in sympathy with the desire of American manufacturers and agri- 
cultural producers to find a market for their goods in the Soviet 
Union, and with the American claimants whose property has been 
confiscated. There seems to be scarcely any reason to doubt that 
the negotiations which seemed so promising at the start must 
now be regarded as having come to an end. 


Subsequent negotiations were, however, carried on by 
Ambassadors Bullitt and Davies in Moscow. There was then 
a confusion over the interpretation of the notes that had been 
exchanged between Litvinov and Roosevelt prior to estab- 
lishment of diplomatic relations. These notes called for a 
“final settlement of the claims and counter-claims between 
the Governments of the Union of Soviet Socialist Republics 
and the United States of America and the claims of their 
nationals. ...” 

It was Davies’ triumph that he could explain to Stalin 
that— 


in our practice in drawing contracts we frequently resorted to that 
principle, namely, that a single matter in difference between 
parties could be settled, with an express reservation that such 
settlement did not prejudice or stop either party from asserting 
any other claim in the future. 


And so Stalin agreed to pay the Kerensky debt. But— 


The Soviet government could not settle with the United States 
the private claims of American citizens against either the tsarist 
regime or against the Soviet government without being obliged 
under treaties to make equally favorable settlement with England 
and France as to similar claims, and this would entail too great a 
burden. 


Thus the American debts were divided into two categories: 
those owed to the state for war relief and aid to the Kerensky 
government, which was our ally in the first World War, and 
those due to private American citizens or firms for their in- 
vestments, 
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Russia had some assets in this country. Mr. Green H. 
Hackworth, legal adviser to the Secretary of State, ex- 
plained: 


Litigation to recover such assets has been carried on by the 
Department of Justice. Up to the present time [end of 1943] 
a little over $2,000,000 has been recovered and has been deposited 
in the Treasury. Of course you will understand that the amount 
recovered under the [Litvinov] assignment is a very small per- 
centage of the total amount of claims of this Government and its 
nationals against the Soviet government. 


The principle of the state debt in its entirety was only 
$192,601,297 (actually paid), but of course with interest 
charges the sum has more than doubled. Davies’ work should 
result in clearing this from our books early in the postwar 
period. There will then remain only the private claims as 
“unfinished business.” Confident as I am that the Russians 
will want to adjust them for the sake of good will, I am 
even more confident that American businessmen will not be 
deterred by claims now twenty-five years old from placing 
at the disposal of the Russians all the materials they want 
to purchase. For twenty-there years the Soviets have been 
conspicuous for prompt, shrewd, honest dealings. For more 
than three years they have held our common enemy at bay, 
at tremendous cost. There can be no doubt that the second 
World War has created a community of interest between the 
U.S.S.R. and the Western Powers. It has forged their peoples 
together in the fight for decency and democracy. Surely this 
new unity will do away with the shackles of the past. The 
tasks before the great democratic peoples are so overwhelm- 
ingly important that we must be willing to put aside old 
grievances and join in constructive work for the benefit of 
the common man the world over. 
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All revolutions seem to have in common the fact that they 
create implacable enemies and fanatical well-wishers, both 
dependent upon the relative interests and ideologies at stake. 

“Those opposed are usually so irreconcilable in their hatred 
as to discredit any advance or achievement realized by the 
revolution. While the adherents are for the most part so 
limitless in their praise that they easily find excuses for any- 
thing the revolutionaries may have done, are doing, or are 
even accused of intending to do! This was so during and 
after the French Revolution. It has been even more mani- 
fest in the case of the Soviets. 

The position of onlookers of a great revolutionary change, 
while not so crucial or so physically dangerous as the par- 
ticipants’, is in many respects more difficult. Without benefit 
of firsthand knowledge they are bound to be doubtful about 
the events and values of the revolution and about their own 
relation to it. The Communist Revolution, claiming world 
significance and purpose (and for some years backed up by 
actual money and political missionaries to other countries) 
was particularly trying for those who did not want to be 
communists or to have their own countries prodded into a 
bloody class struggle. To most democrats the communist 
proselytizing seemed an unnecessary misfortune, since de- 
mocracy had always been considered a sufficiently elastic 
form of government to permit social progress and reforms 
without paying the price of revolution. 

It will be instructive, however, to compare our reasons for 
ill-feeling or apprehension toward the Soviet regime through 
some twenty years, with today’s realities. And this is perti- 
nent to the subject, for there can be good business only when 
both parties respect each other. We cannot isolate business 
from the rest of life. 

A great many things have happened in the last twenty 
years. America has not turned communist, and is very glad 
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to be free of foreign-paid agitation. A few noisy politicians 
do still, unfortunately, make an issue of communism, indulg- 
ing their “smear” instincts, when they feel weak, with the 
nearest material to rouse old fears and bring in votes; or, in 
some instances, to obstruct social legislation that goes against 
their own sentiments or profit. In the American system noth- 
ing can be done to suppress this incidental grave discourtesy 
to an allied nation because we are anxious to preserve the 
free speech that permits it, although Americans have been 
the first to resent parallel discourtesies—on the part of Goeb- 
bels, for instance—to the ideals of democracy. But the coun- 
try as a whole certainly has no wish to be insulting to Russia 
or to the millions of Russians who have fought, bled, and 
died in defense of democratic freedom. 

If the remnants and periodic revivals of “anti-Red” feel- 
ing seem rude, it must be taken as a left-over guid pro quo 
for the equal or greater rudeness of planting foreign-paid 
agitation in our midst. And this in turn, Americans must 
remember, is not dissimilar in motive from the foreign-paid 
interventionist armies that did their best to destroy the 
Russan Revolution in its most desperate hour. It takes a 
long time to simmer down to trust and stable, friendly co- 
operation. 

America has by no means turned communist. On her own 
account she has achieved much progress in social legislation 
and security. The voice of labor—democratic labor—is in- 
finitely stronger and clearer than it was twenty-five years 
ago. On the other hand, Americans are as much resolved as 
ever not to yield the basic individual freedoms of democracy: 
freedom of speech, enterprise, person, etc. It cannot be said 
that the protective American instinct for these things has 
grown weaker with the years. 

One happy result of the cessation of foreign agitation has 
been, and will be, if it becomes a permanent Russian policy, 
that Americans no longer uneasily associate proposals for 
social progress with clandestine foreign interference and un- 
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necessary class conflict. How much of a drawback this has 
been, and still is, to urgent social legislation it would be hard 
to say. 

In the U.S.S.R., too, many things have changed since the 
chaotic first days of the Revolution. When Ambassador 
Davies was feted by the Russians at the end of his mission, 
the occasion was as festive as any described in the old Rus- 
sian novels. “Even their menus were very smart, if modest, 
with the hammer and sickle embossed in white relief.” 
Shades of the Revolution! What has happened to Marxism? 
The Soviets certainly have changed. No longer can the per- 
son who opposes communist per se condemn Russia on the 
grounds of her application of Marxist dogma. Even orthodox 
supporters of the Stalin regime explain, “The system now is 
not yet communism.” What, then, is it? 

Here begin the main disagreements between Western ob- 
servers and Soviet citizens. Western “bourgeois” writers 
argue that instead of being socialized or owned by the work- 
ers, production means have come under control of the 
bureaucratic apparatus of the state, which has become their 
unassailable proprietor. Against this bourgeois notion the 
Soviet citizen points to his Constitution: 


ARTICLE § 


Socialist property in the U.S.S.R. exists either in the form of 
state property (the possession of the whole people), or in the 
form of co-operative and collective-farm property (property of 
a collective farm or property of a co-operative association). 


ARTICLE 6 


The land, its natural deposits, waters, forests, mills, factories, 
mines; rail, water, and air transport; banks, post, telegraph and 
telephones, large state-organized agricultural enterprises (state 
farms, machine and tractor stations and the like), as well as 
municipal enterprises and the bulk of the dwelling houses in the 
cities and industrial localities are state property, that is, belong 
to the people. 
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ARTICLE 7 

Public enterprises in collective farms and co-operative organiza- 
tions, with their livestock and implements, the products of the 
collective farms and co-operative organizations, as well as their 
common buildings, constitute the common, socialist, property of 
the collective farms and co-operative organizations. 

In addition to its basic income from the public, collective-farm 
enterprise, every household in a collective has for its personal use 
a small plot of land attached to the dwelling and, as its personal 
property, a subsidiary establishment on the plot, a dwelling house, 
livestock, poultry, and minor agricultural implements—in accord- 
ance with the statutes of the agricultural cartel. 


Thus, the Soviets answer, there are two types of ownership 
in Russia: first, production means and co-operatives, the 
“more advanced” types of property, owned by all the people 
as public property; second, collective-farm property, which 
is “less advanced” and owned by groups. 

Soviet citizens emphatically assert that the people them- 
selves take active part in the planning organization—not 
only in industrial but also in rural planning. Moreover, the 
frequent reports of. officials contain such sharp criticism 
regarding failures and delays in production that it is obvious 
that aside from any bureaucratic dictation, a true, demo- 
cratic self-criticism is in active function. 

Although exploiting labor and hiring labor privately are 
not permitted, and although new owner classes have not yet 
emerged in the U.S.S.R., non-socialistic phenomena are ob- 
servable. The “managerial upper crust,” to use Burnham’s 
phrase, without owning the means of production still has 
become master of its tools and can dispose of them at will. 
Like the “capitalist-plutocrats,’ Soviet bureaucrat-man- 
agers are the potential rulers of national wealth, production, 
and savings. 

Small stores can be owned and operated privately, but 
employees for these stores cannot be hired, although part- 
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nerships are permitted. However, efficient workmen of more 
than average skill can, under the Stakhanovist movement, 
earn more in wages per day (perhaps ten times more) than 
the minimum wage of an average working man. In other 
professions and specialized fields such as theater, govern- 
ment, science, much higher wages are the rule of the day. 
Consequently, the persons engaged in them are able to afford 
better apartments, or country homes, automobiles, jewelry, 
and other luxuries, and can give their children a better edu- 
cation. 

There are no counterparts of big businessmen, industrial- 
ists, bankers—owners of vast estates or of open or hidden 
capital—in the U.S.S.R. No private person or corporation 
can own or produce wealth in the capitalist sense; but the 
social inequality is “too obvious for the term socialism to 
apply when used in the classic sense,” as critics have already 
found. 

What this means for the future one cannot yet say. In 
any case, the “bourgeois” critics conclude, there are many 
contradictions and conflicts within the Soviet social system. 
There is a state-socialized economy ruled and managed by a 
bureaucratic class, with a premium system of labor and occa- 
sional encouragement to individual initiative, ingenuity, and 
inventiveness, as in the case of better pay to specialists. On 
the other hand, there is cruel punishment through deporta- 
tion, or imprisonment, or execution, for infractions of laws, 
or even for failure in vital enterprises. This represents a 
somewhat different set of values from those with which 
we are familiar in our democratic system of justice. 

Living conditions of Soviet workers have been described 
by both friend and foe, by Soviet writers and writers of 
other countries; the stories have been many and varied. The 
fact seems to be that while there is a marked improvement 
in their welfare, the genera] standard of society is still rela- 
tively low. 

The element of dictatorship in the Russian system (re- 
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pugnant to Americans as a way of life) is also the subject of 
conflicting interpretations. In the early and uncertain days 
of the new Russia, the more the Soviets became isolated 
from a world inimical to their system, the more the forces of 
dictatorship implanted in the Communist party under Lenin 
grew into a dictatorship of its bureaucratic apparatus. Stalin 
does not consider himself a dictator. He is “Chairman of the 
Presidium and Chairman of the Council of People’s Com- 
missars.” Of course, the world realizes that names or titles 
do not prove much. That Stalin has been the great guiding 
spirit of Russia’s resistance and of her emergence from 
economic chaos during recent years, is undeniable. His four 
great war speeches are an impressive indication of power and 
character. It is probably true, however, that we must wait 
for a peacetime application of the Constitution—so abruptly 
cut short—to see what Russia’s real progress out of dictator- 
ship will be. It is interesting to note that both Lenin and; 
Stalin, devout revolutionaries though they were, had the 
profound good sense to compromise with necessity and with 
useful human techniques. This bodes well for the future. 
When Lenin started the Revolution he undoubtedly aimed 
at a communist world revolution, but through his failure to 
initiate revolutions elsewhere he himself (not Stalin) began 
to compromise with Western capitalistic powers. He intro- 
duced the NEP (New Economic Policy), money, banking, 
insurance, small business ownership, and various semi-cap- 
italistic institutions, and made economic overtures to the 
capitalistic nations. Stalin continued and expanded this pol- 
icy and it was he who granted the gold and oil concessions. 
Trotsky later branded Stalin as a betrayer of communist 
ideals, accusing him of obstructing future world-wide exten- 
sion of communism. He was both right and wrong. As a 
communist no doubt he was right to resent the further 
abandonment of Lenin’s original revolutionary policy, but he 
failed to do justice to Stalin’s wisdom in recognizing that the 
effort to spread communism to other nations was jeopardiz- 
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ing Russia’s own national success. It became only too evident 
that communism was an international concept presupposing 
a high degree of world industrialization; a state of saturation 
with consumer goods in a one-class, or classless, society. The 
world is still very far from having reached such a state. So 
Stalin, realizing that communism is premature, has trans- 
formed the Communist party program into a state semi- 
socialist policy. He was realist enough to perceive the limits 
of the possible in his time. 

We have seen that there are many debatable and some 
unanswerable criticisms to be leveled at the early methods 
of the Revolution, and still some differences today that are 
uncongenial to democratic peoples. On the other hand, in 
matters of particular interest to Americans, how far has this 
semi-socialist state of the Russians traveled toward democ- 
racy, or toward universally recognized human values? It will 
be illuminating to check over the reasons given by the United 
States government in 1923 for its original refusal to recognize 
the Soviets. 

1. The seizure of control by a minority The right of a 
minority to act momentarily in the “interest” of the majority 
is a question that cannot be argued here but one that would, 
perhaps, prove to be the crux of any argument about past 
events. When we face the present, however, what do we see? 
Throughout the ages the present heroic struggle of the Rus- 
sian people will be sung as one of the greatest battles for 
liberty ever fought. At Moscow, Leningrad, Stalingrad, Kiev, 
the coming of another Dark Age for civilization was averted. 
What was it that made this miracle possible? 

One of the great wonders of contemporary history is the 
faith of the Russian people in their strength, their leadership, 
their system, their productive capacity—in short, in their 
survival and glorious destiny. In every discussion I have had 
with Soviet authorities, even at the height of Hitler’s suc- 


1 Items in italics quoted from the letter of July 19, 1923, from the Secre- 
tary of State to the president of the American Federation of Labor. 
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cess, I have been much impressed by this conviction, this 
quietly sure attitude. They all knew Russia would win, and 
for a very simple and glowing reason: because they repre- 
sented a united majority. 

2. Freedom of speech and other civil liberties were 
denied.” The revised Constitution has since granted so many 
of these liberties that his fellow-leaders warned Stalin that 
he was risking the control of the party and advancing too 
rapidly. He nevertheless insisted. These rights are not fully 
in operation for many reasons, among them the present war. 
But the general relaxation of prohibitions of many kinds 
indicates a genuine desire on the part of the government and 
party heads to increase these freedoms as fast as is wise. No 
people can be totally democratized within twenty-five years, 
after twenty-five centuries of serfdom or worse. The impor- 
tant thing is the general trend. Illustrations of this are the 
teaching of the classics in schools where once only “prole- 
tarian” literature could be mentioned; the greater freedom 
of religion; the broadening tone of the people’s criticism of 
its own government, and many other changes that have been 
amply described in modern works on Russia. These modera- 
tions signify greater internal stability and confidence and are 
an approach to what democratic peoples consider a normal 
civilized life. 

3. By American standards the third change is, unfortu- 
nately, still valid: There is no press except the press con- 
trolled by the regime, and the censorship is far-reaching and 
stringent? 

4. Every form of political opposition was ruthlessly ex- 
terminated.* Quite true. Quite lamentable. The fratricidal 
strife between Stalin and Trotsky after Lenin’s death, the 
fantastic staged trials, and the “Eastern” mentality revealed 
in the days of the purge, have from time to time forcibly 

2 Ibid. 


3 Ibid. 
4 Ibid. 
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alienated the American sense of justice, legality, and tol- 
erance. 

Yet—may the world never cease to regret its tolerance of 
the Mosleys, the Deterdings, and the Lavals! America has 
been accustomed to rather violent political mud-slinging, but 
has not—thank God!—had to understand the kind of politi- 
cal opposition that would sell out a country to its enemies. 
We see instead a Wendell Willkie or an Eric Johnston going 
abroad in wartime with the full protection and backing of 
erstwhile or potential political opponents, simply because all 
are united in loving America and American democracy, and 
can “take” honest criticism. 

If Russia has been a little ruthless in a land of inherited 
ruthlessness, let us look at it in the light of her problems and 
avowed hopes as well as of our own critical reactions. It 
seems strange indeed that a people whose leaders have been 
reproached in years past for aspiring to “dictatorship of the 
world” should be the one to arrest and turn back the might- 
iest steam-roller of world conquest the world has ever seen. 

5. The obligations of Russia to the taxpayers of the 
United States remain repudiated. The many American 
citizens who have suffered directly or indirectly by the 
confiscation of American property in Russia remain without 
the prospect of indemnification.’ We have seen how the na- 
tions have been haunted by these debts, and how many times 
the Soviets have wanted to close accounts, even though it 
meant paying bills not contracted by them. In view of 
Davies’ negotiations, this point is surely of no serious con- 
sequence today as far as future foreign policy is concerned; 
though it: may interest those whose private claims are still 
open to a just settlement. 

6. What is most serious is that there is conclusive evidence 
that those in control at Moscow have not given up their 
original purpose of destroying existing governments wherever 
they can do so throughout the world. Their efforts in this direc- 

5 Ibid. 
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tion have recently been lessened in intensity only by reduc- 
tion of the cash resources at their disposal. You are well 
aware from the experiences of the American Federation of 
Labor of this aspect of the situation which must be kept 
constantly in view.° This specter was largely laid by the dis- 
solution of the Comintern. For those who are still fearful, 
however, it is interesting to note that if present-day Russia, 
with the second largest gold production in the world, has 
deliberately stopped agitation it must be a definite policy 
and not mere lack of funds. It is probable that reasonable 
Americans have long since been reassured by the simple fact 
that, despite agitation, the Communist party registration and 
polled vote in this country has remained relatively very small. 
Indeed, it is apparent that revolutions are not “carried in 
suitcases” and that violent communism grows only in the 
rank soil of corruption and persecution, or economic stag- 
nation. 

7. There followed the deliberate destruction of the eco- 
nomic life of the country. Attacks were made not only upon 
property in its so-called capitalistic form, but recourse was 
had also to the requisitioning of labor.’ Whatever its past, a 
once backward country is today a nation with tremendous 
vitality and flourishing industry and is striding forward 
under its new system. Russian workers are sure of their jobs, 
but in peacetime if they want to change they are always 
assured of getting another. They have great opportunities 
for advancement, education, recreation, honor, and addi- 
tional compensation for good work. They feel rather sorry 
for unemployed, insecure, or “exploited” workers in capi- 
talistic countries or colonies. In fact, twenty-five years have 
so turned the tables that now such “radical” steps as social 
security are being borrowed from the successful experiment 
of Russian socialism. ‘These social changes may not have 
been so perfect as their propagators claimed, and we may 


8 Ibid, 
? Ibid. 
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not be entirely sympathetic with the ideals behind them, but 
they do incorporate essential elements of social justice. 

In spite of the great diversity of its peoples, races, colors, 
and creeds, the Soviet Union is perhaps the most successful 
peoples’ union in existence. Membership in that Union is 
mainly for the purpose of organization and political integra- 
tion. It is advantageous and convenient, but it remains an 
integration by differentiation. Here is one part of our globe 
where no racial discrimination exists. Races, creeds, and 
cultures are preserved and protected. National prides and 
traditions are respected, subsidized, and encouraged. 

Each of the sixteen Soviet republics has the right of with- 
drawal similar to that of members of the British Common- 
wealth. Each of these nationalities has its own state bodies 
and administers its internal affairs with limited independence 
and self-government. In the future, each will have a strong 
voice in foreign policy. 

The U.S.S.R. has a population of more than a hundred and 
ninety million, speaking some hundred and fifty different 
languages and belonging to thirty different religions. The 
preservation and support of native languages has been a 
powerful means for the cultural development of formerly 
backward nationalities. Under the tsars only the Russian 
language was official and tolerated. Now each group feels 
its own unity and yet all enjoy Russian as their common 
bond. 

While the tsars exploited the country, the Soviets are em- 
ploying every possible means to develop even the most back- 
ward and primitive areas. While the earlier feudal civilization 
and clerical elite sucked the country dry through excessive 
taxation, retarding industrialization and hampering technical 
progress and education, the Soviets now subsidize science 
and technology and progressive projects in all regions of the 
vast Union. They have opened up the Siberian mainland and 
are even exploring the arctic and polar regions with ice- 
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breakers and airplanes to bring them nearer to human civi- 
lization. 

Leon Belilos gives an interesting account of recent de- 
velopments in Russia in his little volume, From Global War 
to Global Peace? He notes that under the direction of the 
Moscow Academy three thousand institutes throughout the 
country are now planning research and publishing results for 
the practical betterment of human life. Among these are the 
already renowned Pavlov Institute and the Brain Institute, 
etc. The Moscow Academy already has three million, five 
hundred thousand volumes in its library. To indicate the 
development of the land, Belilos cites such details as the 
following: some lands in Russia yield five times as much as 
formerly, due principally to the vernalization of seeds and 
quicker growth by means of colchycine. In the Soviets alone, 
now called the “Wheat Safe” three hundred thousand types 
and qualities of plants are growing or under observation. 
Potatoes can now be grown under snow. Artificial insemina- 
tion of cattle has increased Soviet herds by millions of heads 
of improved stock. Extensive experimentation on the dehy- 
dration of plants, vegetables, fruits, eggs, etc., is proving 
successful and profitable. Rice is being sown by plane, at 
enormous saving of labor and hardship to peasants. The 
wider use of tractors and harvesters has caused a seventy- 
fold increase in agricultural production. 

In its industrial cities, Russia, like the rest of the world, 
has unlimited possibilities for future progress. Belilos notes 
that in 1772 the first motor gave mankind the power to do 
the work of fifty-six men with one machine. Modern turbines 
installed in Russia do in twenty-four hours the work of nine 
million men. The Ramsay method of underground gasifica- 
tion will soon relieve all factories of smoke, dust, and filth, 
and make them “clean, enlightened laboratories, worthy of 
man.” 


è Alexandria: Imprimerie de Commerce, 1944. 
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And so on; the tale is endless. Radio, for intance, is one 
of the great media of communication, entertainment and 
education of the future. Of Russia’s development in radio 
Jay D. Cook, Managing Director of the International De- 
partment of the Radio Corporation of America has this 
to say: 


Of all the products which have drawn the world together, radio 
is in the forefront. Russia has made brilliant use of radio. Her 
engineers are continuing to extend its uses, within her own vast 
borders, and for the rest of the world. 


Here again an American firm has been in close and friendly 
contact with Russia. Mr. Cook continues: 


Much RCA radio equipment is in use in the Soviet Union as 
a result of a long-term contract negotiated in 1935. During this 
term we have had close contact with the Soviet scientists in our 
fields. 

The standards of these Soviet scientists have been high. They 
insist on quality performance of manpower and equipment. This 
is constructive. 

We hope that the future will hold many other opportunities 
for us to be of service to Russia in radio and electronic fields. 


In spite of certain uncongenial social and poltical elements, 
it would be unjust to doubt the democratic values and aspira- 
tions of Soviet leaders. 


4 TRENDS IN SOCIALIST-CAPITALIST WORLD 
CO-OPERATION 


One of the great bonds between Americans and Russians 
is their splendid cultures. For years we read novels and saw 
movies depicting the luxurious and glamorous lives of tsars, 
princesses and dashing aristocrats. We knew a Russia of 
caviar and vodka, of sleighbells on the frosty air, of hunts 
and mystic ceremonies, of intrigue and magnificence. And 
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yet that Russia hardly existed. It was a country of vast ex- 
panses filled with the poverty, pain, and “little people” that 
produced the Revolution—an event not gay, not glamorous, 
not poetic. 

Now American writers are being translated into Russian, 
while Americans for their part have long loved Dostoievski, 
Tolstoi, Tschaikovsky, Rimski-Korsakov, the Ballet Russe 
and the Moscow Art Theatre. Today Prokofieff’s “Peter and 
the Wolf” is the radio pleasure of every American child. 
Shostakovich’s latest symphonies are broadcast in sensa- 
tional world premieéres,’ and we sing his rousing “Hymn of 
the United Nations.” Today we do know a Russia that is gen- 
uinely dramatic—a land of hope, industry, and development, 
and our partner in building a free new world. 

Culturally, we have never put up much sales resistance to 
Russia. But since we are bound to be associated in many 
other ways in that future world, let us examine what will be 
our most natural channels of co-operation. 


1 George Crandall, Press Director of the Columbia Broadcasting System, 
has told me the story of how, in 1942, Larry Lesueur, as CBS correspondent 
in Russia, approached Shostakovich to make arrangements for a Western 
Hemisphere première of his Eighth Symphony before a note of it had been 
written; how Bill Downs, who succeeded Lesueur, gave the composer no 
rest until finally the business was transacted November 5, 1943, in the 
United States by James H. Fassett, Director of CBS Music Division, work- 
ing with Eugene Weintraub of the American-Russian Music Corporation, 
Shostakovich’s American representative. On November 4, the world premiere 
was given in Moscow with triumphant success by the State Symphony Or- 
chestra, conducted by Eugene Mravinski, before a distinguished audience in- 
cluding Maxim Litvinov and Ivan Maisky. 

The composer was thrilled when Dr. Artur Rodzinski conducted the New 
York Philharmonic Symphony Orchestra in the American premiére during 
a Sunday afternoon broadcast sponsored by the U. S. Rubber Company. 
The work was considered “the outstanding event of the musical season.” 

Summing up the Symphony, Jean Richard Bloch wrote in Literature and 
Art: “This music shakes us and smashes us with its message. To hear the 
Eighth is to rest on the edge of a volcano. There are tender words which 
drown out the roaring of the tanks; there are dreams of the future amidst 
the flying shells of the present. Finally, this song of tenderness in the future 
is the last word. There is a sound of optimism, the optimism of an invin- 
cible people.” 

Our understanding and appreciation of the work of the great Russian 
composers is a strong cultural tie. 
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The New “Stalinism” 

In order to promote ideological friendship between Soviet 
socialism and Western capitalism, Moscow recently released 
a statement of some revised Marxist dogmas. In the Rus- 
sian economic journal, Pod Znamenenc Marxisma (“Under 
the Banner of Marxism”), leading Russian economists have 
reconsidered the teaching of economics in the Soviet Union. 
There is nothing particularly revolutionary (as Will Lessner 
considers it in the New York Times *) in this statement, yet 
it is true that some capitalist ingredients which have sneaked 
in the back door of the Soviet state socialism in recent years 
are now being legitimized by this official pronunciamento. 
For instance, the status of capital accumulation, profitable 
operation, wage differentiation, market prices, taxes, and also 
economic laws as operating within the Soviet system are now 
recognized. 

It is certainly both prudent and practical to revise doc- 
trines that have undergone socio-capitalist modifications by 
the rough realities of practical performance. But to interpret 
them as a basic contradiction of Marxist principles, or to 
believe that they remove the anathema from capitalism, is 
wishful thinking. I believe that if Marx himself had been 
faced with the Russian Revolution of 1917 and the rebirth 
of Russia’s national economy, he would hardly have been 
able to avoid the NEP of Lenin. Or, seeing the spread of 
socialism in the world retarded and reactionary forces mobi- 
lized to destroy Soviet socialism in a second World War, he 
would probably have been entirely satisfied with some of 
Stalin’s compromises, 

Marx was neither god nor prophet; he did not foresee 
what would actually happen in the world. Modifications in 
the interpretation of Marxist theory will not lessen the stature 
of his and Engel’s creation. However, the naive and pedantic 
application of Das Kapital to all modern developments of 

* industrial production and expansion, distribution, consump- 

2 April 2, 1944. 
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tion, and so forth, has done much harm both to Russia and 
to her foreign relations. 

A change in the teachings of Marxist dogma in the Russian 
press, radio, and institutions of learning is certainly the only 
honest approach to the world of realities. It may also prove 
to be a sound policy for closer collaboration with her 
Western allies. But as a system of realistic and functional 
socialist-capitalist co-operation, it is certainly not enough. 
To create a functional system of universal co-operation the 
socialist-capitalist supernational mechanism must be con- 
structed. No halfway measures will do. 

We in America should not rejoice smugly at the statement 
of government-inspired Russian economists that “capitalism 
is a progressive form of economics.” We must not indulge in 
the wishful thought that Soviet leaders will now gear their 
economy to capitalism. Instead, we must appraise, realisti- 
cally and unemotionally, what we, perhaps, can learn or 
adapt from the Russian socialist experiment. Soviet strivings 
toward production for use, directed by a farsighted and pur- 
poseful master plan, are certainly impressive. They may 
furnish private enterprise with profitable new organizational 
ideas and techniques for our fight against the excesses of 
business cycles through planned investment. 


The American Stand 

The fires of revolution and civil war reshape old institu- 
tions and produce new forms. These new forms are often 
tentative, subject to trial, error, and terror. Certainly our 
historians and analysts can list Soviet shortcomings; it is 
also regrettable that fascist-minded critics of American de- 
mocracy have pointed to some blind spots in our observance 
of our own Constitution. Without becoming cynics, are we 
not daily made aware that things are never perfect, rarely 
noble, and often pretty cheap? Still we must never lose the 
belief that men’s ideals, their strivings for justice and their 
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hopes for betterment stand as a monument to our Creator 
and may some day redeem us. 

The Russian people—united in a common purpose, en- 
dowed with all the treasures of nature, with an almost com- 
pletely collectivized, co-operative, and mechanized farm 
system, and an industrial productiveness of truly breathtak- 
ing potentialities—will stand by Russia, heart and soul. They 
can no longer be ignored or disregarded. Surely they are to 
be admired for their strivings and achievements, assisted 
in their struggle for social betterment, and appreciated for 
what they have done and can do for mankind. 

The peoples of Asia and Russia watch us with a critical 
eye. What will we do, we civilized Westerners? Will we give 
up our prejudices and misapprehensions? Will we do busi- 
ness equitably with them? 

Donald Nelson wrote on his return from Russia: 


It is all very well to congratulate Russia—and incidentally our- 
selves—that her armies are crushing Hitler’s. Don’t make the 
sorry mistake of thinking that when this war ends, Russia’s place 
in this world of ours will be what it was before the Nazi’s com- 
mitted the dismal strategical blunder of invading her. 

Russia is no longer the massive, groping nation of our prewar 
world, fumbling at industry, suspicious of all beyond her borders, 
a dark threat to our democratic forms, our moral and religious 
standards. If we are going to fall back upon our old prejudices, 
the Russia that emerges from this war will smile—perhaps in pity 
—but will not hesitate for a moment on her steady march into 
the front rank of the world’s industry 


Let us not fool ourselves with any idea of exploiting the 
riches of Soviet Russia to our profit in the old imperialist 
style or with capitalist privileges and concessions. Conces- 
sions granted in the desperate initial stages of the Five-Year 
Plans were liquidated at the end of the twenties. Nor let us 
cherish any illusion that fixed high-interest credits are agree- 
able to the Soviets. Long-term credit must be created in the 

a Nelson, op. cit. 


Google 


220 WE CAN DO BUSINESS WITH RUSSIA 


spirit of mutuality and solidarity—on a world-wide co-opera- 
tive basis. Interest may cover the expenses of forefeiture 
and servicing—but nothing more. 

The dreams of usurious interests, profits, and exploitation 
are gone forever, and the spirit of mutuality—assistance for 
development, and technical aid—must prevail in the future. 
This is the only “realism” that will pay in business relations 
with Russia. 


Trends for Co-operation 

The Soviet Union ‘thas always fondly eyed certain capi- 
talistic techniques of America—our conveyor belts and 
railroads, our engineers and technicians, our Taylors, Sloans, 
Fords, and Kaisers, our Western architecture and our 
social, financial, and productive methods. The Stakhanovist 
movement is evidence of that admiration of Western rational 
techniques. It applies scientific management and rationaliza- 
tion to the industrial process of the U.S.S.R. in a manner 
similar to that of Frederick W. Taylor and his school, who 
so greatly increased our own productivity. Thus Soviet Rus- 
sia has tended more and more toward state socialism in 
performance and state semi-capitalism in techniques, with 
world communism as a receding ideal. 

Stalin’s fears of capitalist aggression and his warnings 
that Russia must prepare against it run like a red thread 
through his speeches. But the developments of the inter-war 
years have shown that the real war threat was not the two 
most powerful capitalist countries of the English-speaking 
world. On the contrary, these countries and the Soviets have 
become friends, to be allied for years to come in the admin- 
istration of occupied territories and in postwar international 
financing. They will work side by side at the peace confer- 
ence and in the humanitarian labors of feeding, rebuilding, 
educating, etc., the great populations and areas now lost 
or desolate. It is sure to be a co-operative task for all nations 
that will require anywhere from twenty to fifty years. 
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This rapprochement of our diversely-governed countries 
will hasten the evolution of a new form for all: some form of 
world social capitalism. This does not necessarily mean the 
conscious adoption a full-fledged, rigid “system” differing 
from our own and unpleasantly limiting. It is, rather, a de- 
velopment already implicit in the co-operation of nations, 
whether in the prosecution of the war or in the enormous 
tasks of reconstruction. In both phases for the sake of world 
survival the allocation of capital for large social ends has 
become an indispensable part of international co-operation. 
And there is no jot of evidence that this form of “social capi- 
talism” above and between nations, so to speak, is a tempo- 
rary thing. We are wholly committed to it at least through 
the next generation, and it seems quite likely that it may 
evolve means of avoiding many of the plagues of mankind— 
whether disasters of credit, crops, epidemics, or the ultimate 
economic starvation among nations that leads to war. 

It is possible that this new system will mark the first steps 
in a democratic evolution toward world socialism. But the 
period of transition is likely to be long. Because the methods 
of capitalism have proved so efficient, are so much admired 
even by the majority of the Russian technicians and adminis- 
trators, and are still so appealing to us in the West, there 
can be no doubt but that the end of the war will find the 
world going socio-capitalistic (if one may be permitted to 
use the term) rather than socialist. Capitalism is not dis- 
credited for certain of its basic elements, but only for its 
excesses and anti-social ingredients. An intelligent social 
capitalism will eliminate these deficiencies and give new life 
and significance to prevailing capitalist techniques by in- 
cluding the best of the social elements. 

After the war, the Soviet Russian quasi-socialism may 
adopt more and more democratic principles. It will not sur- 
render the basic elements of socialism, but will adjust its 
system to world social capitalism, especially in its foreign 
relations. Western capitalism will humanize its institutions 
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and participate in the many collectivist world organizations 
of the future. In fact, we will soon find all nations of the 
world accepting social capitalism in their mutual relations. 

The social and economic systems of our time are in a state 
of flux and reciprocal adjustment. The twentieth century 
has witnessed various stages of the reform socialism analyzed 
by Bernstein and of the reform capitalism analyzed by Som- 
bart and others. Germany has tried the paternalistic and 
the state-directed national capitalism of Bismarck and 
Adolph Wagner, which, paradoxically enough, turned to Na- 
tional Socialism and brought on Hitler. Great Britain has 
organized a state-controlled capitalism, cross-bred with the 
dominion or colonial variety and is now strongly tending 
toward socialization. The United States has vainly tried to 
combine orthodox private enterprise with the New Deal sub- 
sidy and state-managerial (public) enterprise. Now the 
United States also is showing some tendencies on the one 
side toward state socialization and control of private enter- 
prise in the public interest, and on the other side toward 
“controlled decontrol.” Soviet Russia, as we have seen, has 
changed from socialism with world-communistic ideals to 
state-directed quasi-socialism (if one may so describe it) 
with a definite trend toward the Western more or less state- 
influenced or controlled capitalism. Other nations are no 
less flexible in their agrarian, colonial, or neo-capitalistic 
development. 

A great dynamic idea—midway between socialism and 
capitalism—might strongly attract these various socio-politi- 
cal and economic systems. They seem to lend themselves 
to a unifying, all-embracing democratic course in which they 
might fulfill their aims through a system of universal justice. 

Stuart Chase * has labeled the system of the future with 
an X. He gives a brief outline of a modified socially conscious 


4Stuart Chase, The Road We Are Traveling (New York: Twentieth Cen- 
tury Fund, 1942). 
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capitalism, but clearly follows Burnham’s state managerial 
variety. Though the actual label for a new democratic world 
order is certainly not our primary concern, what name would 
describe it more eloquently than social capitalism? The 
democratic world will lose its greatest opportunity if it does 
not recognize the possibility and necessity of conciliating the 
uncomfortable extremes of socialism and capitalism. Never 
again will democracy have so good a chance to uphold its un- 
equaled record in confirming the potentialities of justice. 

To summarize, let us use the present Russian and Ameri- 
can systems as examples. 

The American economic system resembles a share com- 
pany, while the younger Russian economy is more like a 
mutual company. We no longer have pure capitalism. The 
corporation laws, anti-trust and other restricting measures 
have already “socialized” our institutions to a considerable 
degree. The Russians, as we have seen, do not have pure 
socialism but have incorporated some capitalistic elements 
into their system. The difference is that in Russia the entire 
productive capital belongs to the people as a whole, as mem- 
bers in the mutual. In the United States the people only have 
an opportunity to buy shares—become shareholders in the 
corporation. The directorate (leaders of the economy) is 
very similar in both forms; we would call it a board of trus- 
tees for a mutual company, and a board of directors for 
a share company. 

Russia has a national plan, and her foreign relations and 
transactions are part of that plan. We carry out long-range, 
co-ordinated planning only within individual corporations, 
while the government plans merely for the hour and the near 
future. We need, however, some sort of government-labor- 
business-consumer plan for both the near and distant future. 
We have the profit system (production for profit) and share 
in both the profits and losses of the business. The share- 
holders can do as they please with whatever profit they re- 
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ceive. But in Russia the profits are predominantly derived 
from state property and so are plowed back, after covering 
costs, upkeep, etc., into the most productive channels for the 
most productive use of the whole people (production for use). 

But these differences do not preclude a profitable inter- 
course between the two systems. It seems likely that, once 
they get accustomed to each other’s systems, the two peoples 
will adjust their differences more and more in a socially con- 
scious social-capitalism, retaining whatever they prefer of 
their individual systems, yet co-operating with mutual benefit 
and without too grave friction in all essential matters. 


5. LABOR FINDS COMMON GROUND 
Let Labor speak for itself: 


America, like the rest of world, will draw closer to Soviet 
Russia after the war. The common sacrifices endured in vanquish- 
ing the common enemy—the Nazi beast—will have registered 
deeply in the national mind and conscience. . . . Lines of demarca- 
tion and disparity in basic outlooks between America and Russia 
will not vanish overnight. But the live-and-let-live fundamentals 
of civilized life transcend differences in economic, political, and 
social heritages. We in America may differ from Soviet Russia 
with regard to the attainment of the greatest weal for the greatest 
number, but we need not engage in bitter conflict over the best 
road by which we may travel toward that goal.... 

America’s hostility toward Soviet Russia in the past has been 
conditioned chiefly by aversion to aggressive indoctrination 
through agencies considered alien to the American way of life. 
Millions of trade unions have shared this distrust toward an iso- 
lated Russia wrapped in a militant animus toward the world. But 
the American labor movement is not sworn to frozen attitudes. 
Nor are the American workers chiefly interested in Soviet Russia 
because of opportunities for greater commerce or expanded indus- 
trialization. Doubtless, they will lend their full weight toward 
co-operation with every element and force the world over to 
achieve greater economic, political, and social security for the 
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masses of the people and greater freedom and dignity for the 
individual.* 


With these words the progressive International Ladies’ 
Garment Workers’ Union has taken a hopeful stand. For 
twenty-five years the American Federation of Labor, of 
which the I.L.G.W.U. is a very energetic faction, has fought 
even the idea that there could be common ground between 
American and Russian workers. Gompers and Green op- 
posed recognition. Even in 1944 when the Comintern had 
been abolished and the threat of “communist boring from 
within” neutralized by the Soviets’ frank avowal that the 
Third International was no longer necessary, the A. F. of L. 
reaffirmed its old stand that workers of the world were more 
watchful of each other than of the machinations of their natu- 
ral enemies. The A. F. of L. stand is discouraging, but the 
position of such affiliates as the I.L.G.W.U. encourages the 
hope that the American labor movement truly “is not sworn 
to frozen attitudes.” 

More propitious by far is the avowal of the C.1.0., which 
has been purely national in scope, that it seeks international 
contacts. “All-inclusive united action by the labor move- 
ments of the United Nations is one of the major goals of the 
C.1.0.,” editorializes the CIO News.’ This is in step with the 
present! 

Why are the vast majority of the workers of the United 
Nations in favor of immediate international labor unity? 
The answer, according to reports from Allied labor news cor- 
respondents in United Nations capitals seems to be roughly 
as follows: 


The workers are increasingly aware that without international 
labor unity, victory in the war against fascism will be delayed 
and the peace, when it finally comes, will be dominated not by 


1Statement of the International Ladies’ Garment Workers’ Union in 


Survey Graphic. 
2 September 6, 1943. 
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representatives of the common man but by powerful and preda- 
tory business interests. 

Meanwhile, inter-Allied labor unity will be able to hasten the 
victory by exercising control and counter-pressure on big business 
groups which, slow to convert to wartime production, have now 
developed a stake in a Jong war. Nor is political unity among the 
United Nations possible without labor unity. The underground 
movement is primarily a labor movement which reactionary forces 
try to offset by collaborating with pro-fascist governments or 
influential leaders in exile. 

Postwar co-operation between Britain, the United States, 
China, and the Soviet Union will remain mere talk unless it is 
firmly based on international labor unity. The cartels, eager 
to resume their division of the world according to their respective 
fields, can be dealt with on their international scale only by 
international organizations, such as a World Federation of Labor. 
Already workers know that low standards in one country will tend 
to lower their own standards, and that an international labor 
movement can minimize exploitation of colonial peoples and bolster 
up fledgling labor associations. The practical way in which the 
workers of one country can aid the workers in another has recently 
been demonstrated in the case of Bolivia, where, thanks largely 
to action taken by the C.I.O. Latin-American Committee, tin 
miners are to get a wage increase. Since Bolivian tin is both owned 
and used primarily in Britain and the United States, British and 
American labor should act jointly on behalf of Bolivian workers. 


What form is such an international organization to take? 
Judging by the progressive platform written by the Interna- 
tional Labor Office at its Philadelphia meeting in April, 1944, 
there are many who would recommend its expansion and ac- 
ceptance as the world organization of labor. However, this 
would not be acceptable to Russian workers, who are not 
now représented in the I.L.O., because: 


1. The I.L.O. was a body of the League of Nations. Since 
the League is defunct, according to the Russians the I.L.O. 
has no status. 
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2. The I.L.O. is top-heavy with government control and 
is not a genuine labor organization. 

3. The I.L.O. admits representatives from fascist coun- 
tries where labor manifestly is not “free,” therefore labor 
Tepresentatives must be merely dupes. 


What then? Will there be so many social revolutions in 
Europe after the war that a Fourth International will result? 
At this writing it does not seem likely. Germany is under- 
going her revolution, but it is devoted to purging the country 
of Nazi control over business, agriculture, banking, and land- 
ownership; i.e., it is directed nationally, not internationally. 
Britain is undergoing her revolution in her swing to the left. 
And so throughout Europe: feelings of nationalism are still 
too strong for workers to dream of a world-wide domination 
by the proletariat—they would, indeed, suspect the national- 
istic motives of Russians themselves in building such an 
organization. But the Comintern is dead and there will not 
soon be another world-Communist congress. And the I.L.O. 
is not acceptable to the Russians. Is there any meeting- 
ground? 

There is and has been, yet the press has done little to 
publicize one of the world’s genuinely spontaneous and 
democratic events: the drawing together of about sixty mil- 
lion workers of the United Nations. At the suggestion of 
the British Trades Union Congress, this movement started 
with the formation of the Anglo-Soviet Trade Union Com- 
mittee. Exchanges of visits have been frequent, each side 
contributing helpful information and encouraging the other 
in contributions to their mutual war effort. Labor bodies in 
many parts of the world have voted to be affiliated with the 
Anglo-Soviet Trade Union Committee. The Confederation 
of Latin-American Workers (C.T.A.L.), the Australian Coun- 
cil of Trade Unions, the Trade Labor Congress of Canada, 
and the Canadian Congress of Labor have already voted to 
join. And in the United States, the United Electrical, Radio 
and Machine Workers (C.I.0.) have voted to seek ties with 
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the Amalgamated Engineering Union (Great Britain) and 
with the Soviet Metal Workers’ Union. 

This is good, but it is not enough. Here is a direct chal- 
lenge to American labor to seek a basis for union with other 
labor, not only to bolster up the war effort and obtain rep- 
resentation at the peace table, but for the sake of fair labor 
practices in the international business that will follow the 
war. Wages, hours, and opportunities for workers of one 
country will inevitably affect conditions for workers in the 
rest of the world. 

To hide behind the excuse that Russian labor unions are 
government-controlled is to be narrow-minded. American 
labor leaders should read the very instructive pamphlet, 
Organized Labor in the Soviet Union, issued by the National 
Council of American-Soviet Friendship. The Council is con- 
cerned, according to its own words, “not so much with cer- 
tain dissimilarities between our trade unions and those of the 
Soviet Union growing out of the differences between the 
economic systems of the two countries, but rather with the 
similarities between them.” After studyng this pamphlet, 
the American reader will perhaps discard the conventional 
conception of Soviet trade unions as ineffective, state-domi- 
nated organizations, and will come to understand tHat they 
constitute “vitally important instruments” for promotion of 
the interests of Russia’s industrial workers, and that Soviet 
labor, more deeply and consciously than any other labor 
group, has been nourished on the dynamic idea that labor is 
a process between man and nature. 

Russian workers have learned that workingmen, ideas, and 
materials, scattered all over the world, must be organically 
combined to produce the wealth of society. The Western 
democracies have lagged in the realization that laborers of 
every description play a vitally important and decisive part 
in the process of world-wide capital formation and organiza- 
tion. The workers of the world may rightfully demand, and 
must be assured, their just place and their share of the bene- 
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fits in the future organization of mankind. To this end, in 
one way or another, the World Federation of Labor must 
become a reality. Simultaneously with the Crimean Confer- 
ence of the Big Three, the first really inclusive world trade 
union congress convened in London. Bold action was taken 
toward uniting world labor in a new World Labor Federa- 
tion. Its purpose was to take in all trade unions of the anti- 
Axis countries and replace the moribund International Fed- 
eration of Trade Unions, which for years had excluded a 
majority of world labor. The conference included the C.I.0., 
the Soviet All-Union Central Council of Trade Unions 
(A.UC.C.T.U.), the British Trade Union Congress 
(T.U.C.), ‘the Confederation of Latin-American Workers 
(C.T.A.L.), and the French General Confederation of 
Workers (C.G.T.). Absent by its own choice was the A. F. 
of L. All in all, delegations from forty countries participated 
in the work of the World Trade Union Conference. The two 
hundred and four delegates represented about sixty million 
trade union members. The Soviet Union was represented by 
thirty-five delegates (including eight women) under the 
leadership of V. Kutznetzov, Chairman of the All-Union 
Central Committee of Soviet Trade Unions. 

The Conference ardently welcomed the decisions of the 
Crimean Conference. It resolved to request the three Allied 
Governments to permit representatives of the trade-union 
movement to attend the San Francisco Conference with a 
consultative vote. 

The representation of world labor at the San Francisco 
Conference and the unavoidable reconstruction of the Inter- 
national Labor Organization are great milestones in labor’s 
struggle to raise labor productivity and better the lot of 
working men and women through economic and social re- 
forms. Labor must be given a greater share in the planning 
process and in the results of production. This is one of the 
oldest and foremost postulates of the classical social re- 
formers. Participation of labor in the benefits of its toil can 
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contribute much to the maintenance of peace and to a true 
teamwork in a more just and equitable system of distribu- 
tion and consumption. To vest the interest of labor in peace 
production is one of the best guarantees for an enduring 
and functional peace. 


6. EVER-PRESSING OIL 


The controversy over Russian oil that defeated the aims of 
the Genoa Conference brought to light only a small part of 
the international oil controversy which continued among 
the Allies up to the year 1923. Previous to that time a deep 
rift had existed in international relations regarding control 
of the world’s oil resources. But in 1923 a general under- 
standing as to oil possessions and commerce was gradually 
reached and controversy was replaced by international 
agreements. Once the general tension had relaxed, Soviet 
expropriation of Western oil interests within Russia—still 
ruefully remembered by the Allies—was finally considered 
“irremediable.” 

There remains, however, a large question mark as to the 
future. Will the miserable spectacle of Genoa and the Hague 
be repeated? These failures had not been forgotten by our 
late President. More than once, in Lend-Lease reports as well 
as in other public pronouncements, he declared that during 
the war as well as in the future, oil matters must not again 
be abandoned to intrigue and controversy. No vested special 
interests, but the interests of all nations are to be respected. 
Abundance and not artificial scarcity will be the ruling prin- 
ciple. Ample oil supplies must be secured for all nations, 
large and small. As the main source of oil for the Allies dur- 
ing the present war, America has depleted her oil stocks 
considerably and is therefore just as interested as any other 
nation in a fair policy for all. 

The question is whether the big steel, chemical, and oil in- 
terests will finally come to a deal with the Soviets. Now that 
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the factor of Russian-supported communist agitation is out 
of the way and fascists can no longer suck political honey 
from the beehive of “bolshevism,” the road may be open to 
big deals. Sir Henri Deterding, “the most powerful man in 
the world” during the oily twenties, in dealing with Russia 
today would not be exposed to a “Soviet Oil Scandal,” ? as oil 
magnates must know. Certainly any or all of du Pont, Dow, 
or Standard Oil; Imperial Chemicals or I. G. Farben, may 
come to deal with the Soviet chemical trust, Chemtorg. And 
Big Steel of Russia may join forces—in cartels, markets, and 
resources—with European, or British, or Bethlehem Steel. 
But one must not cherish too great illusions with regard to 
oil, at least not for the near future. Russian friends have 
assured me, time and time again, that from the very begin- 
ning Soviet oil has not been considered a means for compe- 
tition or deals with other countries. Russia has always been, 
and still is, eager to increase oil production for her own 
steadily growing national demand. For this reason conces- 
sions in oil were denied to foreigners as a matter of principle. 
For years to come, Russian oil will be used at home for 
Soviet industry, transportation on highways, and civil air- 
ways. After many years, when production is increased above 
the level of national need, it may be used for export. On the 
other hand, Russia is not much interested in acquiring new 
sources of oil (in Rumania, for instance, or the Middle East, 
or Iran), or in interfering with British or American interests 
in those and other regions (as in the Arabian pipe line). 
The many rumors, spread by way of destructive war 
propaganda, that the U.S.S.R. is only waiting for the right 
moment to seize the rich oil industries of northern Iran or 
even to extend her sphere of interest over the entire Persian 
Gulf area, are completely unsubstantiated. In December, 
1943, at Teheran, the U.S.S.R., Britain, and the United 


1 Title of a famous pamphlet issued in 1924 for the Association of 
British Creditors, and dealing with Soviet “dishonesty,” in the matter of 


confiscation. For an account of Deterding see Glyn Roberts, The Most 
Powerful Man in the World (New York: Covici-Friede, 1938). 


Google 


232 WE CAN DO BUSINESS WITH RUSSIA 


States agreed that they were “at one with the Government 
of Iran in their desire for the maintenance of the inde- 
pendence, sovereignty, and territorial integrity of Iran.” The 
Soviets are not interested in imperiling political relations 
with their Western allies. They know that “If the Teheran 
Pact lasts for at least ten years, it will last for a hundred.” 
And Russia is, above all, interested in peace for both the near 
and distant future. San Francisco and Potsdam bear this out. 

If, on the other hand, Russia should be in need of oil 
supplies, the only equitable policy will be to grant her the 
same facilities as any other nation for securing and import- 
ing it. And should the Soviets be able later on to export oil in 
exchange for other more urgently needed materials, they 
should not be placed in an unjust, discriminatory position 
by import restrictions of other countries—and this includes 
the United States. 


Who Shall Determine Oil Policy? 

In numerous discussions with executives of the Socony 
Vacuum Oil Company of New York (the Standard Oil 
group) I have been assured that oil business with Russia in 
the past was in the nature of routine buying and selling 
arrangements. Claims from the tsarist era did not play an 
important role. I was greatly impressed by the cool, practical, 
and realistic approach of the Standard Oil executives with 
whom I had interviews regarding the future of oil relations 
between the two countries. In explaining his company’s 
future as well as past policy and point of view, the late 
Mr. John A. Brown, president of the Socony Vacuum Oil 
Company and chairman of the National Oil Policy Com- 
mittee of the Petroleum Industry War Council, said: ? 


... The oil industry of the world has always operated on the 
basis of an economy of plenty, instead of an economy of scarcity, 
and there have never been any so-called cartels or agreements in 


2In September, 1944, just before his death. 
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the oil industry which attempted to make oil scarce and get a 
scarcity price. All countries of the world have always had access to 
all the petroleum products they could possibly use.... 


Coming from the head of a private corporate oil enter- 
prise these words are heartening indeed. If such a philosophy 
of an “economy of plenty instead of scarcity” and “free ac- 
cess to all the petroleum products for the consumer” were 
to become a lasting reality through private institutional 
enterprise, “without cartels or agreements to make oil 
scarce,” the world would have little reason to complain. 

There was recently a grave controversy between Mr. 
Brown, representing the oil industry, and Secretary of the 
Interior Ickes, representing government policy. Both agreed 
that a sound oil policy is of vital importance to the estab- 
lishment of an enduring peace, but the government official 
and the representative of Big Oil differed radically as to 
what constitutes a sound oil policy. A presentation of the 
subject is beyond the scope of this book. Suffice it to say that 
such disagreement can have serious consequences. War is 
one of the largest consumers of oil. No nation can now wage 
war without it, and blocking oil supplies for war purposes is 
tantamount to checking aggression at the source. At the 
peace table the United Nations, and especially the British 
Empire, America, and Russia, will inevitably represent oil, 
as they now control 95 per cent of the world’s oil resources. 
They must—and let us hope they will—find a way to make 
oil a weapon for peace. 


7. THE HEART OF THE HEARTLAND WILL BEAT FOR 
ALL MEN 


Ever since Mackinder created the term “heartland of the 
world,” pointing to the vast treasures of nature embraced 
by the Asiatic-European continent, the world has been fright- 
ened by the potential threat of this center of energies if it 
were left “unbalanced.” Subconsciously our Western Soviet- 
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phobia has been revived by this actual or alleged menace to 
world peace and equilibrium, though the modern air age has 
so altered our geopolitical relationships that such fears seem 
somewhat antiquated. 

The richness of Russia is incalculable; her position is 
strategic. As a boy I traveled through tsarist Russia with 
one of my father’s commissioners in grains and seeds, and 
he never ceased to praise the fertility of the soil of Little 
and White Russia. “We have hardly scratched the surface,” 
he would say. 

And when we drove through the vast Russian forests he 
said, “We cannot cut them down in a thousand years”; 
when crossing the rivers or passing the inland seas, “We will 
never be able to eat up the fish they contain.” But when he 
spoke of the minerals he said, “The real treasures of Russia 
are buried in her good earth. The Donbas, the Urals, and 
Siberia are richer than the treasures of all the other countries 
of the world taken together.” 

And so I have always considered Russia the country with 
the “heart of wealth.” But the tsars cared little for making 
the people wealthy, and it was simple for a feudal aristocracy 
to become and stay rich by merely scratching the surface of 
the soil. Consequently, research in economics, geology, and 
agriculture was neglected. Actually, the fabulous tsars had 
no idea of the wealth of their own country.* 

And now a socially progressive government holds the 
“heartland of the world” and will exercise a tremendous 
influence on the future wealth of nations. The industrial and 
productive capacity of the Soviets, and their potentialities 
in manpower and material wealth are virtually unlimited. 


1 Just as they estimated the value of Alaska at about 1/1000 of its true 
value, so they appraised the iron resources in the whole of Russia, for in- 
stance, at about 3 million tons. Today’s estimate is more than 300 billion 
tons, i.e., 100,000 times the tsarist figure. Nonferrous metals such as zinc, 
nickel, lead, and a large quantity of copper (today found in the Urals in 
great quantity) were imported into Russia. Gold was inadequately ex- 
plored and inefficiently processed. A parallel situation prevailed with regard 
to other metals, minerals, and various natural resources. 
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From a series of booklets entitled USSR Speaks for Itself’ 
we learn: 


...As producers of grain, agricultural machinery, beet sugar, 
and tractors, Soviet Russia ranks first in world production; at the 
outbreak of this war, of gold, iron ore, machines, and freight cars, 
she was second; of electricity, sulphate, and steel, third; of coal, 
fourth. 


Americans speaking of their higher standard of living 
should not paint a free-enterprise economy in roseate colors 
simply becaue of refrigerators, washing machines and other 
electro-luxuries. We do have many assets of great value and 
many objects of which the Soviets are in dire need. On the 
other hand, we are in need of a multitude of materials in 
which Russia abounds. For instance, of the indispensable 
minerals, chromite and manganese, we must import 99 and 97 
per cent respectively, and most of this must come to us from 
Russia. 

How will Russia behave with her many treasures in years 
to come? From the record and from her doctrinal beliefs it 
appears that she will be willing to share as long as she is 
treated fairly. She will join federations, leagues, or a world 
peace organization, provided her shrewd and clear-eyed 
statesmen see that she is not being hoodwinked or enticed 
into some fair but impractical fantasy. A number of the 
plans for European federation seem feasible, and I believe 
she would join such a federation. 

One must always keep in mind that federation in Europe 
has as its main objective the compensation and correlation of 
overindustrialized, overpopulated nations with underpopu- 
lated agricultural nations, both of which need enlarged 
markets. The U.S.S.R., largely self-sufficient in basic raw 
materials, wishes to avoid the menace of a prohibitive cus- 
toms barrier. She has regulated her exports and her imports 
by means of an export-import monopoly. In order to build 


2 London: Lawrence and Wishart, Ltd. 
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up her gigantic industrial machine, she had to exchange 
sorely needed raw materials for the means of production and 
the services of engineers and other specialists. For many 
years she sacrificed immediate and bitter needs for a future 
of wealth and security. 

To recover from the ravages of war, Russia is ready to 
continue this sacrificial policy until she has sufficiently re- 
gained her industrial capacity, internal strength, and better 
living standards. She cannot tolerate prohibitive walls be- 
tween herself and her neighbors or allies.* She will trade as 
before with export-import boards, with pools of other na- 
tions, and with group or individual sellers, but she must 
prevent the formation of European customs blocs which will 
discriminate to boycott or strangle her trade. 

Russia is also in part a country of the Orient, and looks to 
us because of our Eastern interests. European federation 
will not be enough for her, and is of course remote from our 
own immediate needs. Our alliance with China bridges the 
Pacific by linking the Western and the Eastern worlds and 
keeping open the door to East Asia. It is the best assurance 
against a possible war between the yellow race and the white. 
And continued friendly alliance with Soviet Russia can hold 
both Europe and Asia in check—an indispensable factor in 
building up the world in a truly social spirit. 

Nazi policy, which distorted geopolitical theories to justify 
the imperialistic policies of Nazism, aimed at conquering 
the heartland of the world in order to control the world. The 
true geopolitical interpretation calls for security of the heart- 
land from any selfish exploitation. This is the basis of Rus- 
sia’s foreign policy in favor of peace and friendship. 

It is shortsighted indeed to believe that security is mainly 
a political affair. Certainly safety from aggression is of prime 


3 Since the end of the war in Europe, the Russians have concluded pre- 
liminary trade arrangements with their neighbors Czechoslovakia, Rumania, 
Bulgaria, Hungary, Jugoslavia, and Poland. Raw materials and consumer 
goods needed by Russia are paid for in rubles, used by the sellers in turn 
for the Russian products they need. 
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importance. But we know only too well from the history of 
our own century, that political and diplomatic assurances are 
worth very little if the economic and social bases for the 
peaceful co-existence of nations are inadequate or absent. 
International socio-economic security and justice alone can 
make possible the truly democratic development of any one 
nation, be it heavily industrialized, predominantly agrarian, 
or backward in either respect or both. 

The common enterprise of war has buried many of the 
problematic issues of the Revolution. The Moscow, Teheran, 
London, Dumbarton Oaks, and San Francisco agreements 
have built the road for a new epoch of friendship between all 
nations democratically inclined, regardless of their variations 
and shortcomings. There may still be Russians who would 
like to see Europe socialized in accordance with their ideol- 
ogy, but Soviet leaders long for political and economic se- 
curity and for peaceful development of their own country. 
They are not intent on fighting capitalism so long as it is 
not socially dangerous to themselves and does not restrict 
general economic development. 


Balance of Heartland or World-Superstructure? 

Once Stalin succeeds in breaking ground for a better 
future for his people, he will be able to plan on a longer, 
wider, and more secure basis. This planning must inevitably 
extend in two directions: one, toward the improvement of 
his people’s living standards; the second, upon which the first 
largely depends, toward a general increase in the wealth of 
the world people as a whole. This is what is meant by 
treating the great pool of wealth that is the Russo-Siberian 
heartland of the world as both a gift of nature to the Soviet 
Union and a common pool of wealth entrusted to the Soviets 
for the good of all peoples. Whether the much-discredited 
European balance of power will be revived or replaced by 
balancing the heartland—an uneasy world-wide balance be- 
tween Western capitalism and Eastern socialism that might 
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ultimately lead to war—depends equally upon Russian and 
Western economic policies. 

This paramount question of the future does not depend 
alone upon wise Soviet-British or Soviet-American policies, 
or even upon the Atlantic, Teheran, Yalta and San Fran- 
cisco charters. It depends ultimately upon the great socio- 
political master plan to bring all these unilateral or divergent 
national, regional, or empire aspirations into one co-ordinated 
and superordinated entity whose primary function must be 
economic. 

This immense problem clearly requires another volume, 
dealing with the role which Soviet Russia and other responsi- 
ble powers or groups must play at the peace table in assuming 
general responsibility for the world community of which they 
are dependent parts. But so much we can venture here: a 
“nuclear alliance” of the three or four great powers, or a 
“League” structure between nations, with Council, Assem- 
bly, and World Court as proposed by President Roosevelt 
and Cordell Hull in agreement with British and Soviet leaders 
at Dumbarton Oaks—and chartered and amended at San 
Francisco—can only be steps toward a more comprehensive 
master organization. There cannot be an enduring peace 
without a world super-organization of mutual trust and se- 
curity which will enable our system in motion to rid itself of 
armament capitalism, or fascism, imperialism, or any other 
total power schemes. The peoples of all continents have 
recognized the Moscow pact as an indispensable and realistic 
step. Now in the super-powers plan of a reformed and ef- 
fective League of the United Nations they see another 
necessary step toward the only “solvent” total solution. The 
next step may well be the grouping of nations into four or 
five relatively self-sufficient regional unions or quasi-federa- 
tions, pointing toward an ultimate inter- or super-regional 
organization. 
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A SOVIET-AMERICAN FIVE YEAR 
PROGRAM 


A crew can rebel against a captain, but not 
against a compass. 
~—-BEATRICE AND SIDNEY WEBB 


A map does not constrain anybody, still we 
follow the map. 
—H. G. WELLS 


Planning: Pro and Con 


Tas who have closely observed the functioning of the 
broadly conceived and farsighted Soviet Five-Year Plans 
must agree that for Russia the whole jdea was a stroke of 
genius. During the present war the Western peoples have 
come to the baffling conclusion that, whatever may be said 
against a planned economy, in the U.S.S.R. it has worked 
miracles. It spurred the workers and their leaders to com- 
plete a predetermined five-year task in the shortest possible 
time—in four or four and a half years. Through public ac- 
claim and contests, and by honoring and decorating the 
victors in such contests, the working people were spurred on 
to unbelievable achievements. The Stakhanov movement of 
rationalization of work; the premium system and piecework; 
the system of production for use, the systematic plowing 
back of profits into production for the greatest needs of the 
country and the consumer or for the war effort; all these 
have brought about truly miraculous results. Soviet indus- 
trial capacity has surpassed that of the Germans and British 
and is bound eventually to reach the American production 
level. The budget has been kept continuously balanced. Last 
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but not least, Russia, with the productive assistance of 
Britain and the United States, has won her part of the war. 

When Donald Nelson studied Soviet production he recog- 
nized and frankly admired the original ideas of the Russians, 
“some of which we might copy with profit.” When I asked 
him whether he believed that five-year Soviet-American or 
United Nations planning, initiated by private enterprise, 
might be a sound and practical idea, he considered this a 
“pertinent and interesting question.” Let us therefore exam- 
ine the idea for a moment. 

By the emergencies of armament and war, Britain and 
America have been forced into planned war production with 
notably favorable results. This is also true of the Axis pow- 
` ers. In other words, we have achieved our greatest success in 
production—arousing the acclaim, fear, and admiration of 
the world—with total planning. This does not mean that we 
are determined to maintain an all-out system of planning as 
part of our permanent policy. The United States has always 
regulated and co-ordinated her economy for war, when 
necessary, only to liberalize her systems and institutions 
when the emergency was over. 

This democratic tradition is rooted in our Constitution, 
conceived in the eighteenth century, as we may recall, and 
determined by the rather primitive rural conditions of the 
time. Handicrafts had not yet been replaced by manufac- 
turing processes, and the whole tremendous complex of 
interrelated industrial activities was as yet unheard of. In- 
dustrial revolution and expansion were children of the nine- 
teenth century, while the victory of industrial capitalism over 
finance capitalism is the product of the twentieth. Unfortu- 
nately the rapid progress of industrialization was simultane- 
ous with a strange flaring up of nationalism everywhere in 
the world. Industrialism, crying for expansion, driving 
toward internationalism and seeking new markets—by 
which it overran national barriers—was obstructed by na- 
tional. frontiers and ambitions. More and more economists 
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tend to see in this dilemma the main reason for the clashes 
of revolution and the two World Wars. 

Yet the American people and government, including some 
of our outstanding peace-planners, do not yet entirely grasp 
this issue. Whether in Washington or in the headquarters of 
our manufacturers, mere mention of a proposal for planned 
economy, be it for the nation or for the world at large, cre- 
ates a storm of indignation. Industry considers it taboo. 
Congress, though more and more world-co-operation-con- 
scious, veers away from anything contrary to a free economy. 
Washington authorities are frightened and point to the liqui- 
dated National Resources Planning Board as a kind of 
heresy. They find it conveneint to purge New Dealers and 
play the game of vested interests. Many of those now shaping 
our policy and future are clinging to outmoded, outlived 
slogans and ideas in times which urgently require creative 
imagination and progress. 

Agreements and draft charters such as those produced at 
Bretton Woods and Dumbarton Oaks are important indeed 
for the beginning of international collaboration. But they 
are not enough. One of the most enlightening events of the 
Bretton Woods conference was the call for broader and more 
general economic and commercial (non-monetary) elements 
of currency stabilization and the granting of credit. These 
representatives of forty-four nations by sheer weight of cir- 
cumstance found themselves forced to search for elements 
of a master-program for our global political economy. Bret- 
ton Woods was viewed as only one significant step toward 
that broader socio-economic world program; a world pro- 
gram that must embrace from above, so to speak, the 
programs of individual nations and groups. 

The nations were convinced that it was imperative to get 
a clearer view of the interdependent position of creditor and 
debtor nations. It is obvious, for instance, that the monetary 
and trade position of Britain will have to be restored. And 
Russia, China, France, and other much smaller nations must 
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be helped to recover. Although the first step has been taken, 
the present’ agreement lacks the necessary scope for the 
numerous auxiliary and supplementary institutions essential 
to these international recoveries. A Soviet-Anglo-American 
five-year program might well become the nucleus for a 
broader program of this kind, and eliminate the causes of 
world friction by setting in motion a smoothly functioning 
world economic system. 

Considering the question of large-scale and long-view 
planning from our own point of view, one may note that to 
re-employ twenty million people we need something like a 
five-year over-all plan for industry, with all possible govern- 
ment, labor, and foreign co-operation. Discipline, stimulus, 
and social benefit throughout, without regard to special 
interests, are indispensable to so gigantic a task. 

A good example of the many problems of reconversion is 
that of surplus plants. Built with public means to win the 
war, they should be disposed of for common benefit and not 
sold to monopolies or business “for a song.” Certainly cor- 
porations or individuals owning the enterprises on which 
war expansion has depended must have the first option on 
taking over the expanded parts. Small business must also 
have a chance. Some parts may be used for public purposes. 
But before selling them for a song or at auction (in which the 
major part of the country would not be able to participate), 
and certainly before scrapping them, we should grant a 
second option to the gallant people of Russia. 

Stalin has already told Nelson that Russia would need a 
great deal of machinery for restoration purposes. He sug- 
gested that instead of scrapping our surplus plants we ship 
them to Russia. She would pay well for them, he assured 
Nelson, “and not in token payments.” Both of our govern- 
ment business experts—Stettinius as well as Nelson—have 
strongly urged us not to fear Russian competition unduly. 
So why not dispose of our war expansion plants most eco- 
nomically and sensibly, thereby reducing the public debt 
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in the interest of our entire people? Here is a single instance 
of what is meant by social benefits throughout. 

A young and powerful country like our own needs pro- 
gressive and dynamic conservatives with universal vision, 
rather than representatives of negative abstention and mere 
vested interest. We must not forget that we are caught in 
the greatest crisis of our history. Without bold and daring 
political and financial policies we cannot win a genuine pros- 
perity. Certainly plans for the reconversion period and for 
individual corporations or branches of our economic activity 
—such as have been prepared by the Committee for Eco- 
nomic Development, the U. S. Chamber of Commerce, etc.— 
are vital; but without long-range, over-all planning for 
America the entire world will suffer. 

When men like Harold J. Laski warn us that a violent 
revolution will be the inevitable result if the capitalistic 
powers cannot find the way toward a “revolution” by con- 
sent, we should heed his honest warning. When Ordway Tead 
admonishes industry to unite with labor, consumer, and 
government in a kind of democratic, constitutional indus- 
trial government, and to expand this productive organization 
universally, he has already subscribed to industrial planning. 
When Eric Johnston, William Green, and Philip Murray 
(for management and labor) draft a new charter to solve 
their problems in the postwar world, they dedicate their 
joint efforts to an enlightened code of planning principles; 
just as, when Lord Keynes and Dr. White explained that the 
plans for an international clearing union and a world invest- 
ment bank are the minima of economic world co-operation, 
we did not kowtow before the conservative banking interests 
and limit our consideration to merely orthodox currency 
stabilization plans. 

For my own part, I feel that the main reason for the slow 
progress of the more daring financial world plans is simply 
that our leading world economists, with the exception of 
J. B. Condliffe and a small progressive minority, have not yet 
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sufficiently recognized that production planning must pre- 
cede financial planning in a time when industrial capital is 
so obviously superior to and practically dominating finance 
capital. Until industrial and other production plans are de- 
vised I fear that the more farsighted banking and credit 
plans will not be accepted. Have we not yet learned from the 
Soviets that planning and co-ordinated production must 
come before, or at least in step with financial and credit 
planning? A good five-year or ten-year plan of production 
will force money and credit automatically into its planning 
system. 

The proposal for a national or international five-year, or 
longer, planning system may be disquieting and unfashion- 
able; but as things stand today what else can we do? By 
lending Britain five billion pounds sterling in gold in order to 
stabilize the pound, and by closing a currency agreement 
between the stabilized pound and a stabilized dollar, and so 
forth, we have not created a functioning economic system. 
Nor have we replaced the cutthroat competition of undisci- 
plined, unplanned production for production’s sake, with all 
its concomitant dangers, with any sort of disciplined direc- 
tion for the benefit of the consumer. We may well have a 
postwar boom of some duration, and preserve or even in- 
crease our productive capacity at home. But when the supply 
basin is filled the deadlock will be all the longer. If we do 
not plan our production intelligently in relation to that of 
other countries, if we do not clear the trade balances by 
helping trade with short-term credits and helping construc- 
tion with long-term credits, we can never restore or main- 
tain a social and economic world equilibrium. 

We must begin to plan production, distribution, and 
consumption on a national and international scale. Produc- 
tion at home without outlets, exchange, and buying power 
abroad will help us only until we suffocate within our own 
system. It is easy enough to speak of national postwar enter- 
prises—for housing, rebuilding cities, wiping out slums, 
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building highways—to the tune of twenty-five, fifty, or even 
a hundred billion dollars. It can be done and it should be 
done, but only to a planned extent. We must direct the bulk 
of our means toward more directly productive ends. Simi- 
larly we can and should intensify farming, invent technical 
miracles of progress, create a vast variety of synthetics, and 
so forth. Excellent! But how will the common man at home 
and abroad be able to profit from these splendid postwar 
achievements so long as our system remains static and we 
do not plan for distribution to reach the consumer? 

Theoretically we can, of course, follow Laurence Dennis’s 
philosophy and try fascism for a while—only to reap the 
whirlwind. We can maintain a large army, navy, and air 
force to create artificial employment, thereby merely increas- 
ing our national indebtedness by the cost of this sterile 
Measure; or we may become “ambitious”—imperialistic or 
militaristic—in other ways. We can return to the gold stand- 
ard and high interest rates and bring about scarcity, un- 
employment and general stagnation. There will always be 
those who are interested in pursuing such measures. Or we 
can do many other things, for a while at least, within our 
national setup. But will our people like a restrictive pro- 
gram? Will it work? And what will the world say to it? As 
an exuberant and pioneering people we have enjoyed gam- 
bling with many things, but we must not gamble with another 
war or with real revolution. 

Let us open our eyes and face the signs at the crossroads. 
On the one hand is “Free Economy”—unregulated, disor- 
ganized, but with strong armament; capitalism plus fascism 
or militant imperialism. On the other: “Planning’—by pri- 
vate enterprise with government assistance, or by government 
with private enterprise following. It is up to us to choose the 
road we shall travel. If industry, instead of fighting as rivals 
and competitors, will get together and plan for five—for ten 
—for fifteen years, government will surely follow, and our 
path will be secure. 
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It is no folly to expect industry to accept this responsibil- 
ity. We have recently seen the industrialists of one of the 
most industrially backward countries in the world—British 
India—come out with a fifteen-year program on the Russian 
model. So amazing is the Indian program that it is worth 
a digression here. 

A group of eight prominent Indian industrialists assembled 
by J. R. D. Tata of the Tata Iron Works have published the 
program, which is planned for three five-year stages, some- 
what after the Russian pattern. The goal of the plan is 
“freedom from want” for the people of India. Its author is 
Dr. John Matthai. The program specifies a fair provision for 
food, clothing, housing, health, sanitation, education, and 
transport. It is therefore dependent on agricultural and in- 
dustrial expansion. The cost of the three five-year plans is 
estimated at Rs. 14 billion, Rs. 29 billion, and Rs. 57 billion 
respectively. Altogether the program comes to Rs. 100 bil- 
lion, or roughly thirty billion dollars,* 

It is significant that the plan presupposes that the future 
government of India “will be constituted on a federal basis 
and that the jurisdiction of the central government in eco- 
nomic matters will extend over the whole of India.” From 
the point of view of our discussion, however, the most interest- 
ing element of this planning system is the fact that its spon- 


1 The total sum is assigned to the various sections of the program as 
follows: 


Rupees 
Industry ......... A E ARAE TE ste es 44,800,000,000 
Agriculture O ESTEE T T 12,400,000,000 
Communications ...,.c0...seecseeeseneeees 9,400,000,000 
Education ...... EA A 4,900,000,000 
Health .... AEE T TAMTA 4,500,000,000 
Housing E PA 22,000,000,000 


Miscellaneous VESENT PERAE EE se 2,;000,000,000 


Total Rs 100,000,000,000 


The money to be obtained from internal savings, government-created credit, 
foreign borrowings, a favorable balance of trade, and use of sterling assets 
in London. It is estimated that foreign loans would provide Rs. 7 billion 
($2,100,000,000) . 
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sors are anxious to buy from the United States and from the 
Soviets, and have “repeatedly urged that part of their sterling 
credits be made available in those currencies.” In other 
words, India wants to industrialize, first by her own efforts 
and further with the help of Britain, Russia, the United 
States, and other foreign countries. This fact once again 
shows very clearly the need for solution for collective inter- 
national long-term credit. And it shows also that five-year 
planning is not, and cannot remain, a merely national affair. 

With industrialization at its peak the United States would 
not need five-year planning for mere internal development. 
We would need a planning system of an inverse type from 
that of India or Latin America, for instance, to supplement 
the needs of nations with less industrial development but 
assured potentialities; and, of course, to maintain and in- 
crease thereby oyr own standard of living. 

Business with Russia? I have tried to show how private 
enterprise has done it in the past; how it pioneered and 
ventured until government gave way.” If we could fulfill our 
promise to give “every possible assistance” to the Russians 
in their desperate struggle, while we were in process of 
carrying out “the greatest and most complex economic revo- 
lution of our history,” as Nelson has said, we can do it again 
and do it still better: better organized, and better planned! 
In heaven’s name, let us not stumble over a word. If we so 
dislike a “planned economy,” why not call it “economic 
planning”? It will do just as well. 

The Russians can co-operate. They have gradually be- 
come accustomed to our cherished ideals and traditions, our 
habits and also our shibboleths. They know what to do for 
themselves. On the other hand they have, in their own best 
interest, shown that they wish to collaborate with us. Why 
not invite them to meet with industry, farming, trade, and 

2 Donald Nelson has stirred the nation with his report, “American Pro- 


duction—Russian Front” (Survey Graphic, February, 1944), on our indus- 
trial conversion and expansion achievements. 
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banking, to discuss and agree upon a common planning sys- 
tem for five-year periods? 


These are the Planning Principles 

1. Mutual help in the reconversion process, such as sell- 
ing our surplus war plants to Russia. 

2. Exchange of goods, services, teachers, students, engi- 
neers, patents, and other values of science, techniques, art, 
ethics. 

3. Reconstruction at home and abroad. 

4. New construction at home and abroad. 

To understand the significance that the tremendous work 
of permanent rehabilitation, reconstruction and industrializa- 
tion of Soviet Russia has for American industry, trade and 
permanent peaceful business relations with the Soviets, we 
might point to Marshal Stalin’s talk with Eric Johnston in 
Moscow. Stalin stated that “this industriafization will never 
be completed.” He summarized the gigantic post-war tasks 
as follows: 


To rehabilitate the cities (apparently this refers to the con- 
struction of hundreds of thousands of good new buildings) — 

To increase the output of steel by 40,000,000 tons a year 
(that means to increase Soviet heavy industry threefold )— 

To double the length of railways of the U.S.S.R., i.e., to 
construct some 50,000 miles of new railways— 

To create a large network of highways (hundreds of thou- 
sands of miles of highways are necessary, as Russia is almost 
three times the size of the U.S.A.)— 

To improve plants and factories (apparently hundreds of 
plants) built up during this war— 

To develop the production of raw material to supply not only 
the Soviet country but others as well. 


Mr. B. G. Skramtaev of the Soviet-American Purchasing 
Commission believes that “To accomplish these tremendous 
problems, the participation of the whole American industry 
is desirable, particularly in the way of supplying the 
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U.S.S.R. with machinery equipment. This might give fuller 
employment to American new industry which has been cre- 
ated during the war.” 

5. American-Russian co-operation in international projects 
such as those suggested by Vice-President Wallace: the 
Alaska-Siberia Highway, the Aleutian-Siberia undersea tun- 
nel, common airfields, co-operative shipbuilding; common 
development of other countries such as China and India, 
and common interest in the freedom and development of 
colonies and areas now being exploited. 

6. A common clearing, financing, and credit system, in- 
cluding common guarantees, a common international budget, 
planned reduction of gold production; raw material holding 
and clearing. 

A five-year program for Russia and America—but a 
long-range salvation for our harried world! 


If it is true that we have entered the era of the domination 
of industrial over finance capital, no system in the world, 
whether socialist or capitalist, will be able to neglect pro- 
duction for the urgent needs of the world consumer. If 
finance capital is no longer able to control the process of 
production for profit’s sake; if productivity, rationality, and 
usefulness become decisive, then individual national produc- 
tion and its systems will be drawn irresistibly into the world 
vortex of production for the total use of the consumer. 

Implicit in such a process is the drive toward a world-wide 
organization by which many elements of human life may 
ultimately be safeguarded. Among them are social security, 
welfare (minimum subsistence), and health; educational, 
cultural, and general intellectual development; as well as 
many other universally recognized human rights. 

Eventually we will have some kind of federal world au- 
thority, with a collateral labor authority (a World Trade 
Union); we will require an Industrial Planning Board, a 
permanent International Committee on Migration, a Raw 
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Materials Reserve System, a World Index Office, and a Com- 
munications and Transportation Board, to mention only 
some of the indispensable organs of world order. Existing 
organizations for food, agriculture, relief, rehabilitation, 
transportation, clearing, credit, etc., can very easily and 
logically be incorporated into this new system for world use. 
In fact they are its natural forerunners. 

Stalin said spontaneously at Teheran: “Without the help 
of American production we would never have won the war.” 
And the Russians now say, “If Teheran lasts for ten years, 
the peace will last for a century.” Men after us will say, 
“The friendship and co-ordination between Russia and 
America gave us our world order. Russia’s experience in 
planning was used in our world-planning organizations, and 
the American desire for justice and liberty for all mankind 
has spread over the whole world.” For, one way or another, 
peacefully or rudely, such a world order will inevitably come 
out of the very conditions we now face. 

When Ernest Bevin, Britain’s new Foreign Minister, re- 
viewed Labor’s victory after the last elections, he said, point- 
ing to the future: “We pledge five years of hard labor—a 
five-year plan of reconstruction.” 

Let us create a Five-Year Soviet-American Program. Let 
us make this “pertinent” and “interesting” idea a great and 
profitable reality! 


Go ogle 


IX 
SOME CONVICTIONS 
UPON THE CONCLUSION OF THIS BOOK 


Å merca is a fortunate, wealthy, “unlimited” country. 
She has the greatest capital outfit of any nation in the his- 
tory of the world. She has pursued the cherished ideals of 
morality, religion, honor, education, and brotherhood. She 
wants to be just, humane, righteous; she wants to be lib- 
eral; she wants to be free. America enjoys one of the freest 
forms of government and demands liberty for the individual 
under the law. She seeks freedom from fear and from want, 
from suppression of civil liberties, and from attacks on any 
sincere belief. America is young and exuberant; she is rela- 
tively open-minded and unprejudiced. She is even, perhaps, 
a little naive. 

Sometimes this country, with its almost unlimited privi- 
leges, seems to forget that such privileges are not free, and 
not to be taken for granted. They must be bought with con- 
stant watchfulness, especially in times of revolution, war, 
oppression, or unpredictable transitions. And they are al- 
ways accompanied by obligations. Not to recognize this as 
axiomatic is naive. To refuse to see, or seeing, to refuse to 
pay the price, is naiveté become dangerous. 

Wealth and abundance must be shared with others, lest 
we beget war and poverty. This means that co-operation and 
help must be extended to weaker nations in our own interest. 


To suppose that we can remain rich and spiritually endowed 
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without discipline and without acknowledging obligations is 
to bind ourselves to a dangerous illusion. To abuse privileges 
is to destroy them. There is a deep gulf between our theoret- 
ical moral standards and our behavior. This is downright 
frightening. It not only threatens our constitutional guaran- 
tees for the domestic “pursuit of happiness,” but jeopardizes 
our prestige abroad. Other nations, whatever their practices 
and follies in the past, have the mature knowledge that 
happiness and security must be paid for. They will not fol- 
low us into our great illusion. 

Now there is another young, exuberant country on our 
globe: the Russo-Siberian heartland. In manpower and re- 
sources she is as rich as we; and her thirst for education, for 
justice, for the welfare of her people, is as great as our own. 
She is independent and self-reliant, and—whether we like it 
or not—she will sooner or later equal us in every way. 

The Russians have a system they call socialism; we have 
a system called capitalism. We believe that ours is the best 
economic form the world has so far experienced. Capitalism 
gave the world its wealthiest epoch. But it did not prevent 
its precipitation into its greatest catastrophe. The Russians 
believe that their socialism, still largely untried, can satisfy a 
majority of world people, because it is geared to the produc- 
tion of goods for the consumer. Both systems have ad- 
vantages. Peacefully adjusted, they could elevate society 
everywhere. But because they were antagonistic, we have 
come to a tragic and climactic moment of history. Those 
fearful for their own power will fight adjustment with every 
weapon—social, political, economic, ideological. They be- 
lieve that any concession will weaken their position. In their 
own way, they bribe and corrupt the innocent “average” man 
—the true democrat of any nation—to self-betrayal by se- 
ductive appeals to laziness, selfishness, inertia, prejudice, 
and fear. 

Even this magnificent and enterprising country can perish 
if we do not extend our hands to our brothers in peace as 
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well as in war. It is to our interest even more than to that 
of the Russians that we join them now in common work, 
common planning. : 

This confession springs from my love for America and my 
concern for her. We are like children, I feel, playing with 
our luck. We are in danger of driving our achievements, our 
proud isolation, to the point of absurdity; of being utterly 
blind to the hazards before us. We are stubbornly refusing 
to “sacrifice” even for our own salvation. 

For my own part, I am the eternal optimist. It is easy 
and delightful to see only the unlimited possibilities before 
us and to applaud past feats of individualism. Indeed, to be 
an economist is, in the best sense of the name, to be an 
apostle of pioneering and of expansion and plenty. But I 
cannot help realizing the changes in a changing world. To 
the point of desperation I have watched this marvelous 
country gambling with its future. We cannot stay unplanned 
while the world around us plans. We cannot lead the world 
and hold our own gains, unless we give up profiteering, dis- 
crimination, refusal to pay taxes, and blindness to a world 
that starves and fights with death and the devil. Planning 
is no more than doing as a people what our businessmen do 
as units or groups. We have planned for a war and have won. 
Now we must plan for a peace to preserve our freedom. We 
must plan for a free world. 
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